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MISCELLANEOUS BILLS 


MAY 13, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEES ON Livestock AND FEED GRAINS 
AND CONSERVATION AND CREDIT, 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met pursuant to notice at 10 a. m., in room 1310, 
New House Office Building, the Honorable W. R. Poage (chairman 
of the subcommittees) presiding. 

Present: Representatives Poage, Albert, Jennings, Matthews, Hill, 
Hoeven, and McIntire. 

Also present: Representative Johnson. 

John Heimburger, counsel. 

Mr. Poace (presiding). The committee will please come to order. 

The subcommittee first wants to consider some of the conservation 
and credit bills. The first one we have before the committee is H. R. 
4404 by Mr. McIntire, and I understand that Mr. McIntire does not 
want to make a statement at this time, nor to have us take any action; 
is that right ? 

Mr. McIntire. That is right. 

Mr. Poacr. We will pass that bill without prejudice. 

The next bill is by Mr. Hill. That is H. R. 6607. 

(H. R. 6607 is as follows :) 


[H. R. 6607, 85th Cong., 1st sess. ] 


A BILL To provide for the transfer of the assets of the Colorado Rural Rehabilitation 
Corporation to the State of Colorado 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of Agriculture is 
authorized and directed, notwithstanding any contrary provision in the Rural 
Rehabilitation Corporation Trust Liquidation Act (64 Stat. 98, 40 U. S. C. 440), 
or in any agreement executed pursuant thereto, to transfer to the State of 
Colorado all the cash and other assets of the Colorado Rural Rehabilitation Cor- 
poration now held by the Secretary for use by the Commissioner of Agriculture 
of the State of Colorado in making loans to farmers and ranchers for any of 
the purposes permitted by titles I or II of the Bankhead-Jones Farm Tenant Act 
or for such other purposes as the State shall determine to be necessary to meet 
the credit needs cf bona fide farmers and ranchers who, because of drought or 
other disaster or for other unrelated causes, are unable to secure necessary agri- 
cultural credit on reasonable terms from private or cooperative sources. The 
Secretary of Agriculture shall thereafter be discharged of all responsibility and 
liability for the administration or use of such assets. 


Mr. Hix. I do not think I need to go down the list. This bill ex- 
plains itself. It is difficult since we cannot turn it over tothe State. It 
is just putting in the hands of the State agricultural commission all of 
the funds of the old Rural Rehabilitation Corporation. 
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It should have been done long ago. It is really not an error, it is just 
because we in the State and also the Congress didn’t provide for it at 
that particular time. 

Now, all of the functions, let us put it this way, the cash funds are 
held by this corporation, and all of the notes and credits and other 
assets would still be held by the Secretary of Agriculture. That is 
exactly the way it has been. 

So we prefer to have them all in the hands of the State agricultural 
commission. So far as I know there is no opposition. They are in 
favor of it and all parts of the bill. 

Mr. Poaer. Is there anybody here from the Department ? 

Mr. Perrus. I am not familiar with that bill. I am from the Agri- 
cultural Marketing Service here on some other bills. 

Mr. Hux. Is there anybody in opposition to it? 

Mr. Poaeer. I don’t think so. 

We will leave the matter open. 

Does anybody else want to say anything on this bill ? 

Mr. McIntire. What is exactly involved here ? 

Mr. Hix. I think I have that in my files. I will be glad to make it 
a part of the record. 

Mr. Poacer. You can put it in the record. 

Mr. Hix. With the permission of the committee I will do that. It 
is just a short statement. 

(The statement is as follows:) 


CONGRESS OF THE UNITED STATES 
HOUSE OF REPRESENTATIVES 
News RELEASE 


Wasuineton, D. C., April 3, 1957.—Senator Gordon Allott (Republican, of 
Colorado) and Congressman William §$. Hill (Republican, of Colorado) said 
today they would introduce legislation to provide for the transfer of the assets 
of the Colorado Rural Rehabilitation Corp. to the State of Colorado. (Congress- 
man Hill will introduce the legislation on Wednesday, and Senator Allott will 
offer the bill on Thursday, the next regular meeting of the Senate.) 

The bill is designed to transfer to the State of Colorado all the cash and other 
assets of the Colorado Rural Rehabilitation Corp. now held by the Secretary of 
Agriculture. Under the terms of the legislation more than $1 million in assets 
would be transferred to the State for the use of the commissioner of agriculture 
in making loans to farmers and ranchers. This would be restricted to the pur- 
poses permitted by title I or II of the Bankhead-Jones Farm Tenant Act or for 
such other purposes as the State shall determine to be necessary to meet the credit 
needs of bona fide farmers and ranchers. 

The money would provide a useful supplemental source of credit for farmers 
and ranchers; particularly valuable in view of the losses caused by drought and 
recent extreme and adverse weather conditions in Colorado. 

The Colorado Rehabilitation Corp. was established in 1934 to handle Federal 
grants given to the State of Colorado by the Federal Emergency Relief Agency. 

In 1951 Congress directed that these trusts be liquidated and the assets returned 
to the State corporation but provided that agreements could be entered into 
whereby the Department of Agriculture would continue to administer the funds 
for the States. Colorado elected to enter into such agreement under this program 
whereby the Farmers’ Home Administration continued to use the funds to make 
guaranteed loans as provided by law under the Bankhead-Jones Farm Tenant 
Act. 

Senator Allott and Congressman Hill feel that this legislation is necessary to 
insure that the funds remain in the hands of State officials rather than under the 
control of a private corporation, the board of directors and stockholders of which 
are neither Federal nor State officials. 
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Mr. Poace. All right. 

Mr. Hii. It gives most of the reasons we ought to have it; why 
it is; why it can be done and what has been done. 

Mr. Poace. Allright. We will now go to'the next. 

We will now step down to bills of the Livestock Committee. The 
first one is by Mr. Gross. Is Mr. Gross here? 

Mrs. Downry (the clerk). No. We called all of the authors, Mr. 

Chairman. 

Mr. Poace. I know we did. 
Mrs. Downry. We have astatement by the Department here. 
Mr. Poace. If you do not think Mr. Gross wants the bill to be heard 

Iam not going to hear it. 

Mr. Arprrt. I move that we pass it over. 

Mr. Hitz. I second the motion. 

Mrs. Downey. He said he would be here. 

Mr. Poace. All right. It will be passed over until we hear from 

Mr. Gross. 

And the next bill, I believe, is Mr. Willis’. 

Mrs. Downey. He said that he thought the grazing bill could take 
care of that and he asked that it not be heard. 

Mr. Poace. If that is Mr. Willis’ wish we might as well table this 
bill. 

Mrs. Downey. We have a Department report. Mr. Pettus has come 
up to testify on it. Do you want to get that? 

He has a written statement on that, on H. R. 1270. 

Mr. Poacr. You are ready to testify on that ? 

Mr. Perrus. Yes. 

(H. R. 1270 and the report from the Department of Agriculture 
are as follows:) 

{H. R. 1270, 85th Cong., 1st sess.] 

A BILL To amend section 302 of the Packers and Stockyards Act of 1921 so as to make 
such Act inapplicable to stockyards which engage exclusively in the sale of livestock on 
commission at public auction 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 302 (a) of the Packers and 

Stockyards Act of 1921 (42 Stat. 1638; 7 U. S. C. 202 (a)) is amended by adding 

at the end thereof a new sentence as follows: “This Act shall not apply to any 

stockyard engaged exclusively in the selling at public auction, for a commission, 
of livestock belonging to other persons.” 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 8, 1957. 
Hon. Harotp D. CooLey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN CooLey: This is in reply to a telephone request from your 
committee March 5, 1957, for a report on H. R. 1270, a bill to amend section 302 
of the Packers and Stockyards Act of 1921 so as to make such act inapplicable to 
stockyards which engage exclusively in the sale of livestock on commission at 
public auction. 

This Department does not recommend enactment of this proposed amendment 
to the Packers and Stockyards Act. 

This bill would require the deposting of 340 of the largest auction yards in the 
United States and would deprive livestock producers patronizing these auctions, 
which are in many instances the major livestock markets in their States, of the 
price, weight, rate, and bond protection provided by the act. It would also pre- 
vent patrons of several hundred additional auction markets, which meet the re- 
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quirements of the act but are not yet posted, from receiving the benefits of these 
market safeguards in the future. 


Livestock auctions have increased in number and size in the United States 
until they are now an important factor in the interstate movement of livestock 
and in the determination of prices paid to livestock producers for their livestock. 
Substantially the same reasons exist for the inclusion of auction markets under 
the act as for the inclusion of terminal stockyards. Supervision of only a portion 
of interstate commerce in this field is not desirable. If auction markets, an 
important source of supply for the interstate meatpackers, the principal buying 
force at public markets, are exempted from jurisdiction of the Department, an 
exceedingly difficult and costly burden would be imposed upon the Secretary of 
Agriculture to maintain open competitive livestock markets for the determination 
of true livestock values for the livestock producers of the country. The exclu- 
sion of the major auction markets from the provisions of the act would make 
more difficult the prevention of unfair competitive practices deterimental to 
competing livestock markets remaining under the act. 

Some savings in travel and salary costs would result from deposting of the 340 
auction markets. There would, however, also be some increase in the costs of 
supervising the remaining stockyards and preventing and uncovering restrictive 
and collusive practices, which deprive the livestock producer of the true value 
of his livestock, if many of the important livestock markets are excluded from the 
jurisdiction of the Department. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
E. T. Benson, Secretary. 

Mr. Poace. You also want to testify on the Gross bill ? 

Mr. Perrvs. I have testimony prepared, if you wish to hear it. 

Mr. Poacre. Why don’t we hear the Department on both bills at this 
time? I donot know whether they are alike. 


STATEMENT OF D. M. PETTUS, ACTING DIRECTOR, LIVESTOCK 
DIVISION, ACCOMPANIED BY JOHN ZELINSKI, CHIEF, RATES AND 
REGISTRATION SECTION, AGRICULTURAL MARKETING SERVICE, 
DEPARTMENT OF AGRICULTURE 


Mr. Perrvs. They are different bills. 

My name is David Pettus. I am Acting Director of the Livestock 
Division of the Agricultural Marketing Service. 

I am glad to appear before this committee to discuss H. R. 1270, 
bill to amend tne Packers and Stockyards Act so as to exclude auction 
markets from the jurisdiction of that act. 

During the last 20 years livestock auctions have increased in number 
and size in the United States until, at this time, they handle approxi- 
mately as many cattle and nearly as many hogs and sheep as the 
terminal markets. 

They have become an increasingly important factor in tne interstate 
movement of livestock and in the determination of prices paid to live- 
stock producers for their livestock. 

In some cases they serve as the price determining markets for large 
areas. In general, auction markets serve the same purpose as terminal 
stockyards, and there appears to be no substantial reason why auction 
markets should be exempted from the provisions of the act, 

To do so would remove 375 of the largest auction yards in the United 
States from the supervision of the Department and would deprive 
the livestock producers patronizing these auctions of the basic pro- 
tection provided by the act. 

It would also prevent the patrons of several hundred additional 
auction markets, which meet the requirements of the act but are not 
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yet posted, from receiving the benefits of these market safeguards in 
the Susie, 

Auction markets, as pointed out, constitute an important source of 
supply for the interstate meatpacker. If these markets are exempted 
from the jurisdiction of the act, it will become more difficult for the 
Department to insure ¢ ompetition and prevent manipulation of prices 
in the remaining public livestock markets. 

It would also make more difficult the prevention of unfair competi- 
tive practices detrimental to competing livestock markets remaining 
under the act. 

Mr. Poager. Is that all you have? 

Mr. Perrus. That is all I have. 

Mr. Poacr. We will hear the statement on H. R. 188 next. We will 
be glad to hear from you on that. 

(HL. R. 188 is as follows:) 


[H. R. 188, 85th Cong., 1st sess.] 


A BILL To amend the Packers and Stockyards Act to prevent sudden and unreasonable 
decreases in the price of hogs and cattle which are sold at stockyards or to packers 
subject to that Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Congress hereby finds that sudden 
and unreasonable decreases in the price of swine and cattle sold at stockyards 
and to packers frequently resulting in serious losses to livestock producers who 
must transport their swine and cattle to stockyards and to packing plants for 
sale at the prevailing prices, which are not necessarily a consequence of normal 
variations in supply, and that such decreases therefore constitute an undue and 
unnecessary burden on interstate commerce. It is declared to be the policy of 
the Congress and the purpose of this Act to eliminate such burden by limiting the 
extent to which such decreases may lawfully occur at stockyards and packing 
plants which are subject to regulation by the United States. 

Sec. 2. (a) Section 312 of the Packers and Stockyards Act, 1921 (7 U. 8S. C. 
213), is amended by redesignating subsection (b) as subsection (c) and by in- 
serting after subsection (a) the following new subsection : 

“(b) (1) It shall be unlawful for any stockyard owner, market agency, or 
dealer to buy swine or cattle at a stockyard, or to furnish stockyard services in 
connection with the buying of such swine or cattle, or for any packer to buy any 
swine or cattle, unless the price paid to the producer is within the permissible 
range of fluctuation under paragraph (2) of this subsection. 

“(2) The price paid at a stockyard, or by a packer, for swine of any grade 
shall be within the permissible range of fluctuation only if it is not more than 10 
cents a hundredweight less than the average price paid at such stockyard, or by 
such packer, for swine of the same grade on the preceding business day. The 
price paid at a stockyard, or by a packer, for cattle of any grade shall be within 
the permissible range of fluctuation only if it is not more than 25 cents a hundred- 
weight less than the average price paid at such stockyard, or by such packer, 
for cattle of the same grade on the preceding business day. As used in this 
paragraph with respect to swine or cattle at any stockyard, or bought by any 
packer, the term ‘preceding business day’ does not include any day on which no 
Swine or cattle (as the case may be) are bought or sold at such stockyard or 
by such packer.” 

(b) The subsection of section 312 of such Act herein redesignated as subsec- 
tion (c) is amended (1) by striking out “that any stockyard” and inserting in 
lieu thereof “that any packer, stockyard”, and (2) by striking out “subsection 
(a) of this section” and inserting in lieu thereof “subsection (a) or (b) of this 
section”. 

(c) Section 314 (a) of such Act is amended by striking out “Any stockyard” 
and inserting in lien thereof, “Any packer, stockyard” 

(d) Section 315 of such Act is amended by striking out “If any stockyard” 
and inserting in lieu thereof “If any packer, stockyard”. 

Sec. 38. The amendments made by section 2 of this Act shall apply only with 
respect to sales of swine and cattle occurring on and after the date of the enact- 
ment of this Act. 


94909—57—pt. 1——-2 





6 MISCELLANEOUS BILLS 


Mr. Perrvs. I am glad to appear before this committee to discuss 
ee price problems in connection with your consideration of 

.R. 188. 

As you know, the livestock industry is one of the most important seg- 
ments of agriculture in the United States. Livestock is produced on 
most farms and ranches in this country, and, therefore, livestock pric- 
ing problems are important to most farmers. 

The overall problem of sharp changes in prices with which you are 
concerned in considering H. R. 188 arises chiefly because of changing 
production and uneven marketings. 

Another factor which contributes to price changes is, of course, 
change in demand. Temporary shortages or market gluts, labor 
problems, unusual weather, etc., can bring about changes in livestock 
and meat prices almost overnight. 

Since meat is a very perishable product and must be moved into 
consumption usually within a very short time, changes in demand 
for and supply of meat tend to bring about greater price changes 
for both meat and livestock than for storable commodities. 

H. R. 188, which would amend the Packers and Stockyards Act, 
has as its objective the prevention of sudden and unreasonable de- 
creases in the prices of hogs and cattle sold at stockyards or to packers 
subject to that act. 

The bill would make it unlawful for any stockyard owner, market 
agency, or dealer subject to the act to buy hogs or cattle or to furnish 
stockyard services in connection thereof, or for any packer to buy 
any hogs or cattle whenever hog prices to producers decline more than 
10 cents per 100 pounds or whenever cattle prices decline more than 
25 cents per 100 pounds from the average price paid on the preceding 
business day. 

In our opinion, while this legislation is aimed at the desirable 
objective of preventing sharp declines in livestock prices, it would 
not eliminate the cause of a decline and, therefore, it would not likely 
be effective in preventing such price declines. 

Basically, price itself helps regulate the supply of and demand for 
livestock and livestock products at the markets from both the short- 
and long-run standpoints. 

The legislation as proposed would attempt to prevent sharp price 
declines at only a relatively few of the numerous markets at which 
hogs and cattle are sold. 

There are almost 2,200 public stockyards and auctions in the United 
States. Of these, only 426 are operating under provisions of the 
Packers and Stockyards Act. 

In addition, there are transactions at a large number of buying 
stations and at farms which are not affected by the Packers and Stock- 
yards Act. 

Hence, a substantial proportion of the total marketings of hogs and 
cattle would not come within the provisions of the proposed legisla- 
tion. If such controls were put into effect, we would expect consider- 
able diversion of livestock from the established channels of marketing. 

Such restrictions would influence producers to sell at markets not 
subject to provisions of the Packers and Stockyards Act, or, if they 
left their livestock at the posted market, sellers might be sujected to 
large feed costs and loss from shrinkage. 


MISCELLANEOUS BILLS 7 


This could result in making it unprofitable for producers to utilize 
the facilities of posted markets. The distortion in marketing which 
would result would only add to the difficulties of producers. 

At any market on any market day there normally are many differ- 
ent prices for animals of the same species and grade. These different 
prices reflect such varied conditions as differences in expected yield, 
weight, age, sex, and so forth, and also actual or anticipated changes 
in supply and demand conditions, even during the day. 

The limits of daily price declines specified in the proposed legisla- 
tion, which are in terms of differences from the average price paid for 
livestock of the same grade on the preceding business day, do not take 
into consideration this usual price variation. 

Under current conditions, producers, if they desire to do so, can 
direct their commission firms to hold their livestock and to feed and 
care for them until they can be sold more satisfactorily or at a specific 
price. 

In fact, it is not at all unusual now for livestock producers to make 
arrangements of this sort. However, this is a flexible restriction which 
the producers can remove at any time that it appears greater loss may 
be incurred by holding their livestock than by selling at the prevailing 
market price. 

The legislation proposed in H. R. 188, therefore, appears impractical 
and would not likely achieve the desired results. In fact, such legis- 
lation could create more problems than it would solve. Livestock 
prices cannot be prevented from declining simply by legislating against 
such declines. 

The Department has attempted to reduce drastic fluctuations in 
livestock prices through its administration of the Packers and Stock- 
yards Act and through our other services such as the livestock market 
news service. 

Through the Packers and Stockyards Act, we try to assure free and 
open competition on the part of buyers for producers’ livestock. 

Through the market news service, we attempt to inform producers 
of prevailing supply and demand conditions and the prices which 
currently are being paid. 

This enables many producers to promptly determine the current 
market conditions for livestock and thus to better plan their mar- 
ketings. 

Mr. Poacr. Mr. Pettus, we are very much obliged to you for that 
statement. I just wondered if you would give us your opinion, whether 
the passing of the legislation will keep products from going down? 

Mr. Perrus. No, sir: I don’t think so. 

Mr. Poacr. We had this kind of a bill before the committee last 
year or the year before. Mr. Simpson had a bill, I do not think it went 
to the extent of making it unlawful for any stockyard to feed livestock 
which was sold for less than the prescribed range in prices. 

How in the world could a stockyard stay in business under the condi- 
tions of this bill? 

Mr. Perrvs. I don’t know that it could, sir; but it would make 
operations extremely difficult if not impossible. 

Mr. Poage. At Omaha for instance; suppose a load of steers were 
in the stockyards there, and we kept them there for several days, and 
did not feed them—if the stockyards did not feed them—it is regular 
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routine, if the owner should turn around and sell them to somebody 
at a price less than prescribed here, under the terms of this bill, the 
Omaha stockyards would be subject to a penalty. 

Mr. Perrvs. It appears that he oth 

Mr. Poace. How can you prevent me from selling my own cattle? 

Mr. Perrvus. He might refuse the services after you sold them but 
I don’t see how he could before. 

Mr. Hitu. We have done something like this on the sale of stock 
on the market, but when you come to livestock, I do not see how in the 
world, when a farmer has his cattle or his sheep or his hogs on the 
market, you try to pass a law here that he can’t sell them at any price 
because the price has gone down. What is he going to do with them, 
I wonder? 

Mr. Perrus. He would have to take them home. 

Mr. Hitt. How could he? He has no place to take them, no feed, 
might not even have any water. What will he do with them? 

I think this bill is not workable. 

Mr. Poacr. Weare very much obliged to you, Mr. Pettus. We thank 
you for your statement. 

Do you have any statements on any other bills? 

Mr. Perrus. Two others that you have scheduled. 

Mr. Poace. The next one is H. R. 2139 by Mr. Budge. Mr. Budge is 
here and we will be glad to hear from him. 

(H. R. 2139 is as follows :) 


[H. R. 2139, 85th Cong., 1st sess. ] 
A BILL To authorize the Secretary of Agriculture to require reasonable bonds from packers 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the proviso in the paragraph 
designated “Packers and Stockyards Act’, under the heading “Marketing 
Service’, in the Department of Agriculture Appropriation Act, 1944 (7 U.S 
204), is amended by striking out “market agency and dealer” and inserting in 
lieu thereof “market agency, dealer, and packer”. 


STATEMENT OF HON. HAMER H. BUDGE, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF OHIO 


Mr. Buper. Thank you very much, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, H. R. 2139 is a 
very short bill. In one paragraph it states that the proviso in the 
paragraph designated “Packers and Stockyards Act” under the head- 
ing “Marketing Service,” in the Department of Agriculture Appro- 
priations Act of 1944 is amended by striking out the words “market 
agency and dealer,” and would add the words “market, agency, dealer, 
and packer.” 

The purpose of this legislation is to require through new legisla- 
tion an authority which the Department of Agriculture originally 
thought it had. 

When this act was first passed, the Department took the position 
that all packers were covered under the word “dealer.” A United 
States Circuit Court of Appeals apparently, without having cited to 
it the legislative history of the original legislation, concluded that 
packers were not included within the word “dealers,” unless they 
happened to be covered under the Packers and Stockyards Act. 
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At the present time in the United States there are some 66 termi- 
nal and 337 auction stockyards that have been covered with bonds 
for a good many years. 

There are also approximately 2,600 packer-buyers. ‘These are the 
individuals and the firms who would be covered under the provisions 
of H. R. 2139. 

The Department of Agriculture has previously re eee favorably 
upon this bill. I have not seen their report this year. I think the 
Department is very desirous of having this enacted because it would 
protect the shippers of livestock not only against the loss which in 
the past in many instances has been considerable, but the enactment 
of this legislation would prevent such losses and consequently reduce 
the cost of marketing to the producer. 

I know of no objection to the enactment of the bill. Any packer 
could obtain such a bond for a relatively small fee which would be in 
the nature of some $5 per thousand. I think any reliable agency, any 
reliable firm, would certainly not complain much about that kind of 
a surety bond going to cover the shippers of livestock. 

The losses to the producers in the past have been somewhat difficult 
to determine, but in m: iny instances, according to the reports given 
to me by the Department of Agriculture, they have been substantial. 

They have not affected the producer as such in the past, to the 
large degree that they might have bee: ause they have been absorbed 
by the dealers and the mar keting agencies. 

We have no assurance that will be true in the future. And even 
though they are absorbed by the marketing agencies and the dealers, 
such absorption must of necessity increase the cost of marketing to 
the original producer. 

I very much appreciate this opportunity to appear before you. I 
think the legislation is proper, and I hope that the subcommittee will 
see fit to approve it. 

Mr. Poacr. We thank you, Mr. Budge. We do appreciate your 
coming in and talking to us about it. 

As a general matter it seems to be perfectly clear. I confess I do 
not get what the specific law is that you are referring to. 

How have they been losing money? Just what has been the abuses 
that you seek to cure? 

Mr. Buper. I might quote briefly from a letter addressed to me under 
date of February 14, 1957, by the Agricultural M: arketing Service of 
the United States Department of Agri iculture, and signed by the Dep- 
uty Administrator Mr. Lenn: artson. 

In one paragraph he says here: 

Since the end of World War II, particularly, marketing agencies and dealers 
subject to the act have incurred sizable losses due to failure of certain packers to 
pay for livestock purchased at markets supervised under the act. 

Up to the present such losses have been absorbed by the marketing agencies 
and dealers to whom the accounts were owed, or they have been covered by 
bonds required to be maintained by registered marketing agencies and dealers 
so that the producers of livestock concerned have suffered no loss of proceeds. 

The Department has not maintained complete records of losses incurred by 
registered marketing agencies and dealers due to failure of packers to pay for 
livestock purchased from them. 

In 19538 and 1954, when bills were pending in Congress which would have 
amended the Packers and Stockyards Act to require bonds of packers, the De- 
partment furnished to the Senate committee considering the bills available records 


of losses incurred by marketing agencies and dealers due to failure of packers 
to pay for livestock purchased from them. 








10 MISCELLANEOUS BILLS 


The marketing agencies and dealers then voluntarily submitted information 
covering such losses and our Packers and Stockyards Branch personnel took 
steps to confirm the accuracy of such reports. 

The information which was summarized from the reports in tabular form was 
sent to the chairman of the Committee on Agriculture and Forestry, United 
States Senate. A copy of the tables are enclosed for your information. 


[ have that tabulation that. applies. 

Mr. Poacr. Will you make that a part of our record? Frankly it is 
a thing I do not know anything about. I do not quite understand how 
ti producer can lose on a posted market. 

If he sends his stock to the market, is the stockyard and auction 
vard bonded ? 

Mr. Bupexr. With your permission I will make this letter to which 
I referred and the tabulation a part of the record at this point. 

Mr. Poace. Without objection it will be inserted in the record at 
this point. 

(The letter and tabulation are as follows:) 


STATEMENT OF Hon. HAMER H. Bupge, SECOND CONGRESSIONAL DISTRICT OF IDAHO 


Mr. Chairman and members of the committee, I appreciate the invitation ex- 
tended to me to present this statement in support of H. R. 2139, which is pending 
before your committee. 

This legislation was introduced after careful consideration and study into 
the problems relating to the small livestock producer. 

This bill would permit the Secretary of Agriculture to require bonds from 
packers engaged in interstate commerce. It is my understanding that market 
agencies and dealers subject to the Packers and Stockyards Act have been 
bonded for more than 30 years and that if these bonds, which now total more 
than 46 millions of dollars had not been made, producers of livestock would 
have suffered heavy losses from their proceeds of sales. 

However, the present law is not extensive enough to cover all of the small 
packers now operating. It is for this purpose that I have introduced this legisla- 
tion and I feel that it is vitally important at this time. 

As I understand this legislation and the situation at the present time, the 
small packer may purchase animals for slaughter without giving any surety to 
the seller and should he have financial reverses or be unreliable, the seller must 
absorb the loss. In most instances, the small packers do not own sufficient real 
estate to provide any guaranty to the seller. Because of this situation, this 
legislation is needed to require that the small packer come under the provisions 
of the Packers and Stockyards Act and be required to furnish sufficient bond to 
protect the small livestock producer. 

In addition to the 66 terminal and 337 auction stockyards now covered with 
bonds, there are approximately 2,600 packer buyers. These latter ones, the packer 
buyers and their employees, are not bonded. 

Therefore, it would seem important to me that this bill be approved and I 
strongly recommend that you act on it favorably. 


DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
Washington, D.C., February 14, 1957. 
Hon. HAMER H. Bunge, 
House of Representatives. 


DEAR CONGRESSMAN BupGeE: This is in response to a request from Mr. Trayn 
of your office to Mr. Sinclair for information which might be available in the 
Packers and Stockyards Branch of our Livestock Division on the matter of bond 
coverage for packers subject to the provisions of the Packers and Stockyards Act. 

Since the end of World War II particularly, market agencies and dealers sub- 
ject to the act have incurred sizable losses due to failure of certain packers to 
pay for livestock purchased at markets supervised under the act. Up to the 
present such losses have been absorbed by the market agencies and dealers to 
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whom the accounts were owed, or they have been covered by bonds required 
to be maintained by registered market agencies and dealers so that the producers 
of livestock concerned have suffered no loss of proceeds. 

The Department has not maintained complete records of losses incurred by 
registered market agencies and dealers due to failure of packers to pay for live- 
stock purchased from them. In 1953 and 1954, when bills were pending in Con- 
gress which would have amended the Packers and Stockyards Act to require 
bonds of packers, the Department furnished to the Senate committee considering 
the bills available records of losses incurred by market agencies and dealers due 
to failure of packers to pay for livestock purchased from them. The market agen- 
cies and dealers then voluntarily submitted information covering such losses and 
our Packers and Stockyards Branch personnel took steps to confirm the accuracy 
of such reports. The information which was summarized from the reports in 
tabular form was sent to the chairman of the Committee on Agriculture and 
Forestry, United States Senate. A copy of the tables are enclosed for your in- 
formation. 

The Department has very little information in its files concerning losses in- 
curred by producers in selling livestock direct to packers. The limited informa- 
tion available, however, indicates that in several cases the losses of such pro- 
ducers have been substantial. 

Packers and dealers are the principal buyers of livestock consigned by pro- 
ducers through the 66 terminal and 337 auction stockyards supervised under the 
Packers and Stockyards Act. The market agencies and dealers at these mar- 
kets provide a bond coverage of approximately $46 million. 

We have at the present time, in addition to the dealer buyers, approximately 
2,600 packer buyers. They and their employers are not bonded. ‘The Secre- 
tary has authority under the act to suspend registered dealers operating at 
supervised markets if he finds they have become insolvent or engaged in unfair 
and dishonest practices. If a packer fails without just cause to meet his com- 
mitments after having represented to registrants that he will pay promptly for 
livestock sold to him, a formal proceeding may be brought against him. How- 


ever, if it is found that the packer has engaged in an uifnir or dishonest prac- 
tice in violation of the act, the sanction which may be imposed under the act 


is limited to the issuance of a cease and desist order. 

The information on packer failures in our files extends only through the year 
1953. It is possible, of course, that further inquiry would supply data of a more 
current nature. We shall be happy to be of further assistance in this matter 
when we are able. 

Sincerely yours, 
Roy W. LENNARTSON, 
Deputy Administrator. 


TABLE A.—Losses incurred by commission firms and dealers, registered under the 
Packers and Stockyards Act to operate at supervised markets, due to failure 
of packers to pay for livestock purchased from such registrants 


[The figures given below do not constitute a complete listing of all losses incurred by registrants due 
to failure of packers to pay them for livestock purchased; they represent only such losses as have been re- 
ported to the Department by registrants or have come to the attention of the Department through news 
items, bankruptcy proceedings, ete. The figures do not include losses incurred by registrants which were 
covered by bonds that had been required of the packers by registrants with approval of the Packers and 
Stockyards Branch, nor do they include those cases in which registrants in order to salvage something 
rom their losses accepted stock or ownership interest in packing companies in lieu of payment. The fig- 
ures represent net losses to the registrants. The original defaults of the packers in many cases were much 
larger than the figures shown in the table but have been reduced by collections made over a period of years. 
The figures shown in this table (A) do not include losses incurred by producers and nonregistrants who 
sold livestock direct to packers and failed to collect.] 


Year | Packer| State [otal losses, | Loss, each | Regis- State Business of 
all registrants} registrant | trant registrant 
1946 1 | New York... $9, 288. 67 $9, 288. 67 1 | Iowa Dealer. 
2 | Wisconsin 37, 607. 95 17, 186. 65 2 Illinois Buying 
| agency. 
20, 421. 30 3 | Iowa__.... Selling agency. 
3 | New York... 17, 000. 00 17, 000. 00 4 | Kentucky Dealer. 
1947 4 | California c 15, 403. 26 15, 403. 26 5 | Montana Selling agenev. 
5 | do 1, 000. 00 1, 000. 00 6 | California Do. 
6 | New CT) 20, 576. 79 20, 576. 79 7 | Illinois Buying 
agency. 
7 | California. 24, 000. 00 24, 000. 00 8 | California Selling agency. 
8 | New York.... 14, 000. 00 14, 000. 00 4) Kentucky Dealer. 
9 | New Jersey -- 11, 000. 00 11, 000.00 | * LJ. eeoras : Do. 
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Taste A.—Losses incurred by commission firms and dealers, registered under the 
Packers and Stockyards Act to operate at supervised markets, due to failure 
of packers to pay for livestock purchased from such registrants—Continued 











Business of 


Year | Packer State Total losses, | Loss, each | Regis- State 
| | all registrants! registrant trant registrant 
jo ee om aes e ‘ baa 
1948 | 10 | Delaware. - - $31, 000. 00 | $31, 000, 00 4 | Kentucky Dealer. 
| 11 | New Jersey. 9, 867. 92 9, 867. 92 9 do Buying agency. 
| | 12 | Illinois 46, 000. 00 40, 000. 00 10 | Tlinois Do. 
6, 000, 00 4 | Kentucky Dealer 
13 = 35, 616. 40 5. 81 11 | Indiana Do. 
| 82 12 | Minnesota Do 
| , 944. 53 13 | Illinois Do. 
5, 076. 24 14 do Do 
14 15, 122. 49 13, 172. 10 15 | Pennsylvania Selling agency. 
1, 950, 39 16 do Dealer. 
15 900. 00 900. 00 2 | Illinois Buying agency. 
1949 16 | Nevada : 6, 302. 59 6, 302. 59 17 | Idaho Selling agency. 
17 | Pennsylvania-. 1, 721. 87 619, 83 18 | West Virginia Do. 
9802, 04 19 | Pennsylvania Do. 
| 300, 00 20 do Do. 
18 | Louisiana 2, 895. 22 2, 895. 22 21 | Louisiana Do. 
19 | New Jersey. 691, 921. 02 23, 095. 34 22 | Alabama Dealer. 
5,12 23 | Maryland Selling agency. 
3, 328, 73 24 New Jersey Do. 
15, 004, 39 25 | Pennsylvania Dealer 
1, 242. 70 26 | Maryland Selling agency 
16, 869. 52 27 | Ohio Dealer i 
3415. 95 28 | New Jersey Selling agency. 
20, 870. 98 29 do Do. 
2, 111. 90 30 | Pennsylvania Dealer. 
1, 220. 13 31 | New Jersey Selling agency. 
4, 006. 42 32 do Do. 7 
41, 866. 64 $ Kentucky Dealer 
57, 613. 20 33 | Pennsylvania Do. 
119 do... 136, 157.73 | 136, 157.73 t | Kentucky Do. 
1950 20 1, 451. 37 1, 451. 37 34 | Washington Selling agenc\ 
21 | New York 38, 000. 00 38, 000. 00 4 | Kentucky Dealer 
22 | Illinois 2, 164. 44 2, 164. 44 2 Illinois Buying agency. 
23 | Louisiana 2, 024. 91 2, 024. 91 21 | Louisiana Selling agency. 
24 | New York 52, 000. 00 52, 000. 00 4 | Kentucky Dealer 
1951 25 Texas 5, 476. 20 5, 476. 20 lexas Selling age 
26 | California 18, 125. 04 18, 125. 04 } | Idaho Do 
27 | Colorado 4,531. 45 4,531.4 37 | Colorado Do 
28 | Indiana 15, 000. 00 15, 000, 00 38 | Indiana Do 
29 | Kentucky 19, 431. 16 9, 445. 72 39 | Kentucky Do 
9, 985. 44 4() do Buying ag 
30 | Michigan 25, 719. 34 7, 633. 27 41 | Illinois Do. 
11, 766, 11 42 do Dealer 
6, 319. 96 3 | Michigan Selling agency 
1952 31 | Illinois 21, 789. 39 21, 789. 39 44 | Iowa Buying agency 
32 | Arkansas 7, 987. 22 7, 987. 22 45 Missouri Do 
33 | Florida 3, 783. 22 3, 783. 22 46 | Tennessee Dealer 
| 34 3, 751. 47 3, 751. 47 47 | Montana_- Selling ager 
| 35 | Texas 1, 022. 12 1, 022. 12 48 | Texas Do 
| 36 do 13, 278. 07 13, 278. 07 35 do Do 
37 | Ohio 1, 529. 28 1, 529. 28 49 | Ohio Do 
38 | New Jersey 22, 200. 00 18, 700. 00 33 | Pennsylvania Dealer 
3, 500. 00 10 | Illinois Buying agency 
| 39 | Nebraska. -. 26, 304. 01 12, 544. 90 50 | Nebraska Selling agency 
11, 634. 67 51 do Do. 
2, 124. 44 52 do Do 
40 | New Jersey 10, 020. 79 10, 020. 79 2 | Illinois Buying agency 
| 41 | Kentucky 22, 000. 00 22, 000. 00 4 | Kentucky Dealer 
1953 42 | Texas 20, 000. 00 20, 000. 00 53 | Texas Selling agen 
43 | Missouri 1, 515. 49 1, 515. 49 54 | Illinois Dealer. 
Total 1, 466, 486. 89 
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TABLE B.—Lvamples of losses resulting from failure of packers to pay for live- 
stock purchased from producers and others not registered under Packers and 
Stockyards Act* 


l 
Total losses | Number of 











Year Packer State nonregis- livestock 
| trants sellers 
lel ace ended htt ities hai i eee sind diecast eaters 
ae icicle teiabitaasiaedl 213 | Illinois_. -..-| $109, 271. 75 | 45 
ha nis coda niacin pnp A Se i 19 | New Jersey... -- | 247, 805.56 | 11 
Ne Rae sai ee beet en ; 30 | Michigan_.. 68, 423. 95 | 23 
| | | | 


1 Information available from bankruptcy court records. 
2 Detail shown in table B-1. 


TABLE B-1.—Claims of livestock producers and sellers for livestock sold to Dan- 
ville Packing Co., Danville, I1l., in 1948, ultimately settled at 52 cents on the 
dollar 


Nonregistrants: 


mawure: cen, soperters. TM. os $569. 05 
PaO Uay. Deon, Bieebbr, | Gee aici. ci hd ees eee 2, 585. 76 
emis Mans TRY. i a ni ne i 507. 86 
Fe ec SIT It BU REUOU Ny. EER Sc once snes od ladtehataasdadiabitat ce elias nia, scien as 171. 87 
ELODORT  ATHICTBOR, GOOTMOTONVE TE a iacseciccccciesccescnmcdesdiensaannnciticecsacdn 5, 193. 40 
on: C, Crees Bene, Ceres Si so oe os a ee 464. 03 
OUD EI OUI ES So ds ehcsecpichancc vue ears Nakao a ed 68. 13 
Herschel Beauchamp, Cayuga, Ind___--________________- — 438. 75 
RAGED) .ROGUIOW, - HROOMOUEONE,, Bib isiciaiecevncrecsericatenitiacsareseinmurueamaen 569. 05 
PUI PUTER) IRS NE UN 1, 189. 92 
Arnold Cheesman, Cayuga. Ind...§....... ee ae 59. 67 
Oallett Orphans Home, Cayuga, Ind.< 252.22. ce 130. 50 
Covington Stock Yards, Covington, Ind.__-—_ Bieta ted alia emai 4, 349. 21 
RASTA TIO ct RU i li a gle austsealninoaceenal 41. 70 
Wendal Eddington, Metealf, Ill..._..______ aa tain cia ce sian apoio aaa 62. 56 
Seeens Porcuer; Cageem.. Hie a : 56. 02 
mawerts wre Coma, Bee eh ei tice 917. 50 
Archie Greenwood, Williamsport, Ind.__..---_-----___-___--_- 94. 40 
RRO TOL ERMC, RG METOTE, UG N sarc cence ccesnsctcnieicamsesieeiisemceaacaene 451. 67 
Otis Hathaway, Rural Route No. 6, Danville, Il]..-____-_-_--------_ 368. 00 
I OR, RO i ss es ines ninedt ee iin ds Se eevee either sta tt 1, 018. 74 
py Bis et NE gy ga | SSE eo eee ee 715. 95 
Mantord Hollveroes,. PErryeviile,, DUB icncsictiiecicniains tnitosichawn eat 298. 85 
ec ciek, Wii adadiabmaiee 902. 20 
ere re WS, le ne cnn 1, 120. 50 
Proewit: Liswit, Soar. TUE go ea ein winced cere 245. 77 
Pirin |: Roeetieg, Thameite: TE ii oni hn iden =a 75. 25 
NV NE, a cach niet casi igecetbalgailtiaiena tebe 2.10 
BMaoweet Grder overs, CHER, 2ibic nce ces nenee 27, 863. 89 
Ean Berry Ne. ee reek eet end aeeenaweamuh 684. 00 
oe. Nelda,  Mreewriiie, Thine Sek hal Stine eed 1, 062. 72 
Wire. Tete Dee MIG OT ATT ia ish bn nei ee een _ 288. 00 
NO RPT SINS COREG  PRCUNRIE Ti etietrcp hich iret eke cree lee eens 128. 70 
Oh ee  VOOIN a on octane cocoa 1, 994. 40 
Tr rete. (Ce, | Bc eo a toe cece 10. 40 
Ray Handel, Demvite,. Whia< 1.20 nk St ec nnae 787. 42 
Murvin Gosague, Renkin, Tl... 65 sscs cs ce ces ere 804. 85 
QGlay Thomas, (ORPismOn, Tsao kn iigicsn cent neonnnes 288. 42 
Tri-County Stock Yards, McKenzie, Tenn._.--------~- carer aigtall 50, 110. 29 
Den ‘Tweeoy, Moopeiten, Til .-....22...--6 es 9.19 
Henry Van Hoveln, Milford, Ill._...---.--------~------------ 710. 70 
Wait: & Farris, Perrysville, Ind.._...............-.—- seas peal 535. 35 
Pearl Wat ilees AMG, | TI. cs bres cities adc cc wees menonns 226. 96 
Western Buyers, Algona, Iowa........-...._....-...-.--....- 118, 962. 12 
Ray Word, Williamsport, Ind.....-...-..-..-.--------------- 588. 65 


227, 694. 47 
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TABLE B-1.—Claims of livestock producers and sellers for livestock sold to Dan- 
ville Packing Co., Danville, Ill., in 1948, ultimately settled at 52 cents on the 
dollar—Continued 


Registrants: 
ee er ee PD nk $7, 416. 30 
Herrell Bros., Indianapolis, Ind. (Indianapolis Stockyards)... 25, 074. 64 
Midwest Order Buyers, Bushnell, Il]_________ SRE beh aes SS 31, 143. 44 


Peoria Livestock Co., Peoria, I1l---.._-_________ atta Sis ___. 10, 575. 49 


74, 209. 87 

Mr. Poace. Aren’t these markets bonded ? 

Mr. Perrus. The marketing agencies are bonded but the bond is not 
sufficiently large in some cases to cover the losses. And this bill also 
goes to packers buying outside of bonded stockyards. 

I have testimony on this, Mr. Chairman. 

Mr. Poagcr. We will be glad to hear from you on it. 

Mr. Hix. I can’t recall of any livestock dealer in my area—and we 
have considerable numbers—losing money on the sale of livestock in 
the auction lots or packer-dealer lots. There is no loss to the producer 
of the livestock as you read a moment ago. 

Mr. Buper. I would say this, Mr. Hill, the information—the tabula- 
tion which the Department has made, is a very, very sketchy one. I 
do not believe that the Department itself knows to what extent this 
abuse has existed. 

Originally, when the Department reported on this bill, on October 
16 of 1953, they set forth the tabulation which is attached to this letter. 
They said that the practice was becoming more prevalent and that in 
many, many instances, when they attempted, when the marketing 
agency or the dealers attempted to recover the price which should 
be paid him, by a packer, and the packer or his employee had pur- 
chased the livestock, that they were unable to recover the amount which 
was to be paid. 

And that in most instances the type of packer who has abused the 
privilege of buying in the market, does not have suffiicent funds to 
respond to whoever might suffer the loss. 

I will point this out to you specifically, that even though the ship- 
per, the producer of the livestock, does not suffer a loss, a direct finan- 
cial loss, because he may be covered and paid by the marketing agency, 
that is covered under the present act, but if the marketing agency has 
to absorb that loss of the funds which are not paid by the packer for 
the merchandise which he purchased, then that must of necessity 
increase the marketing cost which ultimately must be borne by the 
producer. 

Mr. Hinz. Aren’t there State laws on that? I am positive in Colo- 
rado the packer that had no funds or auction lots that have no funds, 
could not cover that, would be out of business in the State of Colorado 
overnight. Iam sure on that. 

The State has a responsibility. You could not buy stock and give a 
rubber check. That used to be called horsestealing in the early days. 
You can’t do that in Colorado. You could not buy a carload of cattle 
from me in an auction, I do not care where you shipped them. 

If you give me a rubber check you are in trouble because you are 
going to be in the penitentiary because we have a very strict law on 
writing checks if you do not have the money to cover it. 
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I don’t believe this thing is necessary in Colorado from any angle. 
I have never had a letter on it. I cannot remember any time when 
we had any trouble on it. 

Mr. Bunce. Your auction yards are covered under the bonding pro- 
visions of the Packers and Stoc ‘kyards Act just as are the terminals. 

Mr. Hitz. Let us not forget that every short check operator in 
Colorado—- 

Mr. Apert. Will you yield there? ‘There is one oo ing to be cov- 
ered. In order to be sure that the stockman is not going to lose his 
money—you don’t get the money. You may get a chec ic 

Mr. Hinz. The man goes to the pen. No evidence of any loss by 
the producer. So the “in between man” suffers the loss. 

Mr. Poacer. I see no objection to what Mr. Budge is proposing to 
do. I see no reason for not requiring the bond. But the question does 
occur to me as to how these packers continue to do business if they do 
not pay their bills. 

I cannot conceive of a man staying in the packing business who does 
not pay. Certainly, the first time maybe they could rob an auction, 
but the old saying is the second time the operator was to blame if he 
got such a check. I am sure you would blackball all of those packers 
who do not pay their bills. 

Mr. Buper. Could I quote this from the Department report ? 

Mr. Poagr. I wonder if you could tell us, not just quote to us. I 
just haven’t heard about this thing. You must have had some experi- 
ence with this thing. What actually happened? Don’t just quote 
the Department, but tell us what actually happe: ed. Tell us how it 
worked. I donot understand it. 

Mr. Buner. The tabulation— 

Mr. Poacr. Don’t give us the tabulation. Just tell us what happens 
when I send my cattle, if I send them to Boise, Idaho, what happens. 
How do I get caught on this deal? I never got caught on it in Abi- 
lene, Tex. 

Mr. Bupner. Suppose you did ship your cattle to an auction yard in 
Texas, Idaho, Colorado, or any place else, and a packer who was not 
in a good financial position but certainly the shipper has no means of 
knowing that. 

The packer buys that shipment of cattle from the auction yard. 
Then he fails to make payment. Your shipper may be three or four 
hundred miles, maybe a thousand miles away. He has no means of 
dealing with this particular individual. It isn’t like a man running 
a hat store and he cashes a bum check for a man that buys a hat. 

This shipper is along waysaway. Ifthe amount is not paid for—— 

Mr. Poace. Wait a minute. I don’t get my check from that packer. 
I get my check from the operator of the yard or the commission man 
to whom I send the cattle. 

Mr. Buper. All right. What happens if your auction yard or your 
commission man has to absorb that loss? Then he must of necessity 
charge that to his cost of operating that yard. 

Mr. Poage. All right. 

Mr. Buper. That cost is ultimately borne by the producer. 

Mr. Poacr. I follow that. Let us assume that this local packer in 
Boise, Idaho, has failed to pay for the cattle that he bought from our 
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good friend, that fellow if he is to remain a packer has to buy more 
cattle the next day. 

Where is he going to buy them? Go over to Spokane, Wash., and 
buy them ? 

Mr. Bunce. He m: iy be out of business and unable to pay. That is 
the situation I am trying to cover. 

Mr. Poace. That is exactly the point I am getting at. 

Mr. Buper. He might have bought a lot of cattle in the next 6 
months and not be able to keep up his current payments on them. 

Mr. Poacr. You mean these auction rings and yards let the packers 
get behind with them ? 

Mr. Buner. I don’t think that they would have too much control 
over them. 

Mr. Poager. In the first place, they don’t have to let them move 
ahead and start out of the yard until they are paid; do they 

Mr. Buper. They are covered by bond, of course. All of the large 
stockyards are covered by bond. 

Mr. Poagr. I understand that. The bond runs to the producer of 
the cattle. The bond runs for the protection of the shipper. Let us 
assume that I ship 10 head to Mr. MeIntire’s stockyard in Boise, 
Idaho, and Mr. Hill is the packer. I send my cattle to him. I know 
nothing about him. Hill comes in and bids. He bids $150 a head for 
my cattle. He gets them. That is $1,500. He gets them. Mr. McIn- 
tire sends me a check. Mr. McIntire does not have to let Hill 
move those cattle out of that yard until he is satisfied that he has paid. 

Mr. Bunee. It is being done. 

Mr. McIntire. Do I understand that this bill directly affects that? 
Mr. Poage is assured of his money from this yard. This bond covers 
the yard. Mr. Budge’s bill would insure my yard money from Mr. 
Hill because it would require of Mr. Hill a bond that he pay his bills, 
too. Is that what you are getting at, Mr. Budge / 

Mr. Buper. Yes. If the chairman would permit me I would like 
to read one short paragraph from the report here which I think would 
clarify it. 

Mr. Poacer. Let us have him read the paragraph. 

Mr. Jounson. You are going to buy from Mr. Hill. What about 
the farmer that wants to come to that auction and buy a couple of 
cattle or 2 or 3 cattle. Are you going to have to bond him ¢ 

Mr. Hut. If the chairman permits, that is the idea I have in mind. 
You have got State laws that cover this. Let this packer or this pur- 
chaser fail to pay and somebody files a complaint and he would be put 
in the jug and have to give a bond and if he could not give a pretty 
good bond for himself, he would be locked up in the jail for a few days. 

And in Colorado or Idaho he would go straight to the pen for about 
3 years. That is the law in Clorado. You cannot buy his stock and 
not pay for it. 

Mr. Jounson. He would be in a position to bid at the auction and 
people who do not have bonds could not do it. 

Mr. Poacr. Proceed, Mr. Budge. 

Mr. Bunce (reading) : 

So far such losses have been absorbed by the marketing agencies or dealers to 
whom the accounts were owed or were covered by their bonds with no resulting 


losses to producers. This result cannot be assured for the future without re- 
quiring appropriate bonds of packers. Many packers operating today own little, 
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if any, business property to which resort could be had if they failed to pay for 
livestock purchased. 
The annual reports submitted by packers subject to the act indicates that many 


of them are finding it increasingly difficult to conduct their operations on a 
profitable basis. 


The record of formal and informal action taken under authority of the act 
shows that the inability of selling agencies to collect from packers for livestock 
purchased constitutes a major risk in operating such an agency. 

Without packer bonds these risks will be reflected back to livestock producers 
in the form of increased marketing costs and in some instances loss of proceeds 
of sales. 

I would repeat th at it was the feeling of the Department of Agricul- 
ture, that these 2,600 packers were covered under the law until the 
decision of the United States circuit court of appeals which held that 
they avere not. 

And this tabulation which is placed in the record with the consent 
of the chairman, lists a number of individual situations where either 
the selling agency or the dealer has lost substantial funds, and I might 
say, Mr. Hill, that there is at least one instance in the State of Colorado. 

Mr. Hix. I will guarantee the man that wrote the short check is 
serving time in the pen. 

Mr. Buper. Pe ople write short checks for everything. 

Mr. Hix. That is right and they go to the pen every time you get 
hold of them. I don’t know of a single judge in Colorado that writes 
a short check. You better not visit Colorado if you are going to write 
short checks for your vacation. 

Mr. Buper. The average individual has an opportunity to protect 
himself against the check writers. The man who ships the produce 

several hundred miles does not have that same discretion. 

Mr. Poacr. I wanted to see how the packers were able to do that. 

Mr. Bunce. You cover all of the principal yards now. You cover 
about 400 now. The Department thought the other 2,600 were cov- 
ered but they are not. If there is reason for the bond in one instance, 
there is reason for the bond in the other. 

Mr. McIntire. When was this circuit court opinion rendered, what 
time ? 

Mr. Perrvs. Inthe 1920’s. I forget the exact date. 

Mr. McInvire. Since that time there has been no administrative 
authority by which you could require the packers to provide a bond. 
Are there packers who provided the bond even though there was not 
a regulation which could be enforced requiring them to do so? 

Mr. Perrvs. They do not file a bond with us. 

Mr. McIntire. This would require a packer to file a bond. 

You refer to the 2,600 here. It would require every packer in the 
country, regardless of size, to post a bond with the ‘Department of 
Agriculture. : 

Mr. Perrus. It would require all packers under this act to qualify 
according to the definition of this act to file a bond. A small butcher— 
a local butcher may not qualify for this. 

Mr. Poacr. These 400 yards that you suggest, how about these 400 
yards that are covered, are those ter minal markets ? 

Mr. Buper. The terminal markets plus the auction yards. 

Mr. Poage. Plus the posted auction yards. How do you get to 
those that are not posted? How do you enforce anything on a non- 
posted yard ? 

Mr. Perrus. You would do that through your control of the packers. 
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That is what this is intended to do. You would require the packer to 
provide a bond for his purchases at nonposted yards. 

Mr. Poace. How do you do it? You do not have control over that 
nonposted yard. 

Mr. Perrus. I have control of the packer. The packer is required by 
the act if it is amended this way to furnish this bond. 

Mr. Poacr. Wait a minute. You have control over the packer who 
goes onto an unposted yard ? 

Mr. Pettus. Yes, sir. 

Mr. Poace. You do? 

Mr. Perrus. Yes. 

Mr. Poace. Theoretically, you have control over all of the auction 
yards now. 

Mr. Perrus. All those who are of a certain size, and are in inter- 
state commerce. 

Mr. Poace. You do not have it actually because some of them are 
not posted. 

Mr. Petrus. That is right. 

Mr. Poacr. There are only 400 and some posted yards. 

Mr. Pertus. I believe at the present time we have 427 posted yards. 

Mr. Poace. There are many other yards in the United States, of 
more than 20,000 square feet that are not posted. 

Mr. Perrvs. That is right. 

Mr. McIntire. I am not familiar with the details of the Packers and 
Stockyards Act, but is there criteria already in the act which would 
define the packers that would be subject to this amendment? 

Mr. Perrus. Yes; there is a definition on “packer.” 

Mr. Poace. Mr. Pettus, you have a statement on this that you wanted 
to make? 

Mr. Perrvs. Yes, sir. 

Mr. Poaae. Proceed. 

You did not have anything further? 

Mr. Buper. I would like to make this statement since this seems to 
be somewhat in the realm of confusion; I would ask permission of the 
Chair to insert in the record at this point, Senate Report No. 842, of the 
83d Congress. 

Mr. Poace. I don’t think it is our practice to insert reports. They 
are just as available to Members as our own reports are, and conse- 
quently it is sort of duplication. 

It is not that we object to having the information there. 

Mr. Buper. I just wanted to call the Chair’s and the committee’s 
attention to the existence of that report. 

Mr. Poace. Yes; we appreciate that. We will bear that in mind. 

Mr. Buper. Thank you, Mr. Chairman. 

Mr. Poace. Thank you. 

H. R. 2139 


Mr. Perrus. I am glad to appear before this committee in connec- 
tion with your consideration of H. R. 2139 and to discuss the need 
for requiring bonds from meatpackers purchasing livestock in com- 
merce. 

The great bulk of the more than $8 billion worth of livestock sold 
in the country each year is purchased by the members of the meat- 
packing industry. 
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For this reason, the financial stability of this industry is of particu- 
lar importance to nearly every American farmer and rancher. 

Meatpackers at one time purchased practically all of their supplies 
through the large terminal stockyards, but in the last 20 years they 
have purchased an increasingly large percentage of their needs direct 
from the producer and at auction markets. 

All of these packers that purchase livestock in commerce or sell 
their products in commerce are subject to the provisions of the 
Packers and Stockyards Act. 

There are approximately 2,000 meatpackers in this category of 
which approximately 1,300 purchase livestock for slaughter. 

At this time the act does not require that these packers be bonded 
and the Secretary’s authority in the event a meatpacker fails to pay 
for livestock is limited to the issuance of a cease-and-desist order. 

The Packers and Stockyards Act, as originally passed in 1921, 
did not authorize the Secretary of Agriculture to require bonds from 
persons subject to the act to assure performance of the financial 
obligations they incurred in operating at the posted markets. 

However, experience in the first few years of administration of 
the act demonstrated that, in order to assure prompt payment of net 
proceeds of sales to livestock producers patronizing public markets, 
it was desirable to require bonds of both commission firms and 
dealers. 

This authority was given to the Secretary in 1924 and annually 
each year until 1944, when this author ity was made permanent. 

The total of bonds now on file with the Department by market 
agencies and dealers is approximately $48 million. These bonds have 
played an important part in maintaining the financial stability of 
the livestock marketing industry over a period of more than 30 years. 

During this period, almost no losses have been suffered by live- 
stock producers patronizing federally posted livestock markets. 

However, in recent years there have been several instances in which 
market agencies and dealers subject to the act have incurred sizable 
losses due to failure of certain packers to pay for livestock purchased 
at markets supervised under the act. 

Up to the present time, such losses have been absorbed by the 
market agencies and dealers to whom the accounts were owed, or, in 
event the registrant was unable to absorb the loss, they have been 
covered by the bonds the registrants have been required to maintain 
so that producers of livestock have suffered no loss of proceeds. 

I might add, only of the posted market. There have been losses at 
nonposted markets which we can advise you of and as has previously 
been reported to Congress. 

The Department has not maintained a complete record of losses 
by registered agencies and dealers due to the failure of packers to 
pay for livestoc k purchased from them. 

However, such information as we have av: ailable indicates that 
these losses since the end of World War II would total in excess of 
a million and a half dollars. 

The Department has little information on the losses incurred by 
producers in selling livestock direct but the limited information av ail- 
able indicates that in several cases the losses to producers were sub- 
stantial. 
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H. R. 2139 would require all meat packers subject to the act to fur- 
nish bonds to cover their obligations for livestock purchased in the 
same manner that market agency and dealer registrants are required 
to furnish bond coverage. 

Since the great majority of livestock producers sell their livestock 
through posted stockyards or direct to the interstate meatpackers, the 
requirement that meatpackers furnish bonds to cover their obligations 
for livestock purchases will substantially broaden the financial protec- 
tion provided by the act to livestock producers. 

If the premium rate on bonds required of packers would be no more 
than that paid by market agencies and dealers, such bond coverage 
would cost $5 per thousand. 

It is estimated that 75 percent of the packers purchasing livestock in 
commerce would not be required to provide a bond in excess of $25,000 
at an annual premium cost of $125. 

Under the formula used for computing bond coverage for regis- 
trants, a packer purchasing $100 million worth of livestock would be 
required to furnish a bond of $122,000 at a cost of $610. 

Mr. Poage. In other words, you would require Swift, Armour, and 
those companies to spend $600 and require small packers to spend $120? 

Mr. Perrus. The amount would depend, sir, upon the volume of 
business that they do. 

Mr. Poace. No one except the large packers would buy $100 million 
worth of livestock. Nobody in my district would buy that much. 

Mr. Perrvus. Certainly some of the intermediate packers spend that 
much for livestock. 

Mr. Poace. Hormel, and Morrell, and those. But only those large 
packers would spend the $600 and the small ones would spend $125. 
He would spend on down to as low as $25 depending on his size. 

Mr. Horven. You have had the Packers and Stockyards Act now 
since 1921. Has there ever been a request for legislation of this nature 
before ? 

Mr. Perrvs. Yes, sir. 

Mr. Hoeven. What happened to it? 

Mr. Perrvus. It did not pass, sir. 

Mr. Horven. Was it ever passed out of committee in either House ? 

Mr. Perrus. Yes, sir; it was reported out of the Senate, I believe, a 
few years ago. 

Mr. Horven. Have there been recent developments which have 
brought about the matter to bring it up at this time? I would like to 
know in what manner—have these packers become financially insol- 
vent—is that the main reason ? 

Mr. Perrvus. That is the main purpose for this. It is those that go 
into receivership and take the bankrupt law route or are out of 
business. 

Mr. Horven. Not cases that arise by virtue of an agreement as to 
the type of stock purchased and payments held up. Usually financial 
difficulties ? 

Mr. Perrvs. That is not the primary purpose here. 

Mr. Horven. You are trying to protect the producers by seeing to 
it that the livestock is paid for ? 











MISCELLANEOUS BILLS 21 


‘Mr, Perrus. That is right. I might point out that the main accom- 
plishment of this act would be to protect the large volume of livestock 
that does not move through posted yards. 

We have a substantial protection at posted yards now, but there 
is no protection given where the producer sells direct, or at an auction, 
or a small yard which is not posted and a great deal of livestock moves 
through these purchasing stations and direct from the farms. 

Mr. Poacr. Mr. Jennings wants to ask a question. 

Mr. Jenntnos. Does the State require in any case a bond to be 
posted on these smaller markets such as required by the Federal Gov- 
ernment in the federally posted markets ? 

Mr. Perrus. I cannot answer the extent to which that is done. It is 
my impression that it is not generally done. 

Mr, Jennrnos. In that event then the producer suffers the loss, is 
that it; the seller, so to say ? 

Mr. Perrus. If the packer does not pay the yard, and the yard 
does not pay the producer, he suffers the loss. In some cases the yard 
protects the producer where he can, for it is a matter of good business 

ractice. But he is not obligated to do so under the act unless his place 
is posted. And then only to the limit of his bond does he necessarily 
protect them. 

Mr. Jenninos. You are not familiar with the requirements of the 
States in that respect? 

Mr. Pertvus. Not of all of the individual States, no, sir. 

Mr. Jennincs. Do some States require that a bond be posted? 

Mr. Petrus. Yes, sir, some of them do. 

Mr. Jenntnes. Do the majority of them require it; or what protec- 
tion, if any, is afforded ? 

Mr. Perrvs. I think it is a fairly small minority. That is my 
opinion, sir. I don’t know the actual] number. 

Mr. Jenninos. At present you agree with the provisions of the 
Stockyard Act that requires that they be posted, is that correct? 

Mr. Perrus. That is correct, with this explanation, sir: We are not 
permitted to bond packers even on a posted market. We are only 

ermitted to bond the registrants, the dealers and the commission 

rms. 

Mr. Jenninos. As I understand in the present bill you would be? 

Mr. Pertus. That is correct. 

Mr. Jenninos. Then I assume that under the federally posted mar- 
kets, it is for the smaller—I won’t say necessarily the smaller, but 
for the nonenforced markets. It would be a good thing. 

Mr. Perrus. We think it would be, sir. 

Mr. Poacr. If I understood you correctly, you said that some of 
these yards protected the shipper to the extent of the bond—that it 
only went so far as the bond went. 

Mr. Perrus. I may have misstated it. They protect the shippers to 
the extent of the assets that they have, plus the bond. 

Mr. Poacr. Are there any questions of Mr. Pettus? 

We have a letter from Mr. Bond of the American Meat Institute, 
suggesting that they didn’t have adequate time to present their views 
and hoping that they could have an opportunity to do so in the future. 

94909—57—pt. 1——-4 
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Without objection I will make that letter a part of the record and 
oe committee will decide what we will do about holding further 
earings. 
(The letter is as follows:) 
AMERICAN MEAT INSTIT 
Congressman W. R. Pose, Washington, D. 0., May 13, 1957. 


Chairman, Livestock and Feed Grains Subcommittee, 
House Agriculture Committee, Washington, D. 0. 

DEAR CONGRESSMAN PoaGE: The American Meat Institute desires to file a state- 
ment re H. R. 2139, the packer bonding bill, and perhaps re H. R. 188, bill to limit 
fluctuations of daily livestock prices. 

Because of the suddenness of which the hearings were called, the institute is 
not in the position to testify on Monday, May 13. Therefore, it is requested that 
additional time be allowed and that the subject of bonding be kept open until 
the American Meat Institute has had an opportunity to express its views. 

Sincerely yours, A. Dewey Bonn. 


Mr. Poace. I understand Mr. John Baker of the National Farmers 
Union wants to make a statement on this bill. Is that right? 

Mr. Joun Baker. Not on this bill. 

Mr. Poace. You do not care to be heard on this bill? 

Mr. Baker. Not on this bill. 

Mr. Poace. Is there anyone else to be heard on this bill ? 

If not, we are very much obliged to you. And the committee will 
consider it further in executive session. 

We have three bills by members of this committee. All three mem- 
bers are present. 

H. R. 5857, by Mr. Albert of Oklahoma; and H. R. 2871, which was 
introduced by Mr. Jennings of Virginia, and I believe those bills are 
identical; and H. R. 3984 by Mr. Johnson of Wisconsin. I believe that 
bill differs somewhat. You just want to go into that. 

(H. R. 5857, H. R. 2871, it R. 3984, and H. R. 5497 are as follows :) 


[H. R. 5857, 85th Cong., Ist sess.] 


A BILL To amend the Soil Bank Act to permit grazing land to be included in the 
conservation reserve program 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) section 107 (a) (1) of the 
Soil Bank Act is amended by inserting immediately before the period at the 
end thereof the following: “or as grazing land”. 

(b) Section 107 (a) (4) of such Act is amended by inserting after “any 
acreage” the following: “(other than acreage referred to in paragraph (8))”. 

(c) Section 107 (a) of such Act is amended by adding at the end thereof the 
following new paragraph : 

“(8) In the case of acreage which had been regularly used as grazing land, to 
reduce the number of head of cattle grazed on such acreage below the unit carry- 
ing capacity for such acreage (approved by the Secretary under the Soil Con- 
servation and Domestic Allotment Act) by from 10 to 25 per centum, as may be 
provided in the contract.” 

Sec. 2. Section 107 (b) (2) of the Soil Bank Act is amended (1) by striking 
out “The rate or rates” and inserting in lieu thereof “Except as provided in the 
last sentence of this paragraph, the rate or rates” and (2) by adding at the end 
thereof the following new sentence: “The rate of the payment to be provided 
for in contracts to which paragraph (8) of subsection (a) of this section applies 
shall be equal to $25 for each head of cattle by which the Secretary determines 
the production of cattle on such acreage has been reduced below the unit carry- 
ing capacity for such acreage (approved by the Secretary under the Soil Con- 
servation and Domestic Allotment Act) ; except that no such payment to any one 
individual shall exceed $25,000.” 

Sec. 3. Section 108 of the Soil Bank Act is amended by adding at the end 
thereof the following new subsection : 

“(d) Notwithstanding subsection (a), in determining the national conserva- 
tion reserve goal, the Secretary shall include sufficient acreage which has here- 
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tofore been regularly used as grazing land to insure that the application of 
paragraph (8) of subsection (a) and the last sentence of subsection (b) to such 
acreage will result by 1960 in a reduction of two million in the number of cattle 
on ranches and farms.” 

Sec. 4. Section 109 (c) of the Soil Bank Act is amended by striking out 
“$450,000,000” and inserting in lien thereof “$700,000,000”. 


[H. R. 2871, 85th Cong., 1st sess.] 
A BILL To amend the Soil Bank Act so as to include grazing land in the Soil Bank program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Soil Bank Act is amended— 

(a) by inserting after the second sentence of section 103 (a) the follow- 
ing: “In addition to the foregoing, the Secretary is authorized and directed 
to formulate and carry out during the period ending June 30, 1960, an 
acreage reserve program for grazing lands under which farmers or ranchers 
will be compensated for reducing their acreage of grazing lands and making 
a corresponding reduction in livestock numbers below a representative period 
designated by the Secretary. Such program shall be formulated in such a 
manner as to make it possible, in conjunction with the conservation reserve 
program, to retire entire farming or ranching units from production. All 
the provisions of this title not inconsistent therewith shall apply to the 
grazing lands acreage reserve program.” 

(b) by amending the first sentence of section 105 (c) to read: “The total 
compensation paid producers for participating in the acreage reserve pro- 
gram with respect to any year’s program shall not exceed $780,000,000, and 
with respect to any commodity for any year shall not exceed the amount 
shown below: Wheat, $375,000,000; cotton, $300,000,000; corn in the com- 
mercial corn-producing area, $300,000,000; peanuts, $7,000,000; rice, 
$23,000,000; tobacco $45,000,000; and grazing, $50,000,000.” 

(ce) by striking out the period at the end of paragraph (a) (1) of section 
107 and inserting: “or the grazing of livestock.” 


[H. R. 3984, 85th Cong., Ist sess.] 
A BILIL To amend the Soil Bank Act so as to include pasture lands in the soil bank program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection 107 (a) (1) of the Soil Bank 
Act is amended to read as follows: “To establish and maintain for the contract 
period protective vegetative cover (including but not limited to grass and trees), 
water storage facilities, or other soil-, water-, wildlife-, or forest-conserving uses 
on a specifically designated acreage of land on the farm regularly used as pas- 
ture or in the production of crops (including crops such as tame hay, alfalfa, and 
clovers, which do not require annual tillage).” 

Sec. 2. Section 107 of the Soil Bank Act is amended by adding the following 
new subsection : 

“(e) Notwithstanding any other provision of this Act, the Secretary is author- 
ized and directed to formulate and announce a program under this subtitle B for 
pasture and hay lands and to enter into contracts thereunder with producers 
which contracts may be for minimum terms of one year, shall prohibit grazing 
of the contract acres except pursuant to the provisions of section 103 (a) hereof, 
and may treat pasture land left idle as land established and maintained in vege- 
tative cover. The program formulated by the Secretary shall permit placing 
entire farming units in the conservation reserve program of the Soil Bank Act.” 

Sec. 3. Subsection 109 (c) of the Soil Bank Act is amended to read as follows: 
“In carrying out the conservation reserve program, the Secretary shall not enter 
into contracts with producers which would require payments to producers, in- 
cluding the cost of materials and services, in excess of $550,000,000 in any calen- 
dar year.” 


[H. R. 5497, 85th. Cong., 1st. sess.] 
A BILL To amend the Watershed Protection and Flood Prevention Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 4 (2) (A) of the Watershed 
Protection and Flood Prevention Act (Public Law 1018, Eighty-fourth Congress) 
be amended by inserting immediately after ‘and disposal of water,” the fol- 
lowing: “or for recreational and fish and wildlife development.” 
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Mr. Avpert. I have an earlier bill. : 

Mr. Poacr. Mr. Albert of Oklahoma offered an amendment to thé 
soil bank bill when we had the bill up for consideration. It has been 
generally known asthe Albert amendment. a 

Mr. Jounson. The only thing I wanted to say is that the Albert bill 
does not take in the dairy area. And if the committee is going to 
consider that legislation, i wanted it to also consider legislation as to 
how it would affect the dairy industry in regard to grazing. 

And it is my hope that the committee will come out with some spe- 
cial legislation on grazing. 

Mr. Poacr. We will hear all three of these bills at this time. 

Mr. Apert. May I offer a suggestion at this stage? We have ad- 
verse reports on these bills or exceptions from the Department of 
Agriculture, plus another bill on which we got a report this morning, 
the meat purchase bill. 

And that has been adversely reported. In view of the Department’s 
report on the bills and of the fact that there are various points to be 
considered, including those in the Johnson bill and others, it is evident 
to me that these bills should not be reported, that we ought to study 
these bills and decide whether we can make any progress on it at all. 

That is my suggestion. 

Mr. Poacr. That is what we are trying to do this morning. 

Mr. Ausert. All reports so far have been entirely negative. 

Mr. Jenninos. Will you yield there right for a minute ? 

Mr. Poacr. Let me find this out. We have the authors of these 
bills here. Do you want to be heard? Mr. Albert, do you want to 
be heard ? 

Mr. Avserr. No. 

Mr. Poace. Do you want to be heard ? 

Mr. Jenninos. I have already been heard on this particular bill. 
The Department has already been heard and they opposed it. I see 
no reason for going into that again. 

The only thing is that I would like to hear the Department first. 

Mr. Jounson. I felt the same way. ' 

Mr. Poacer. Then we will be glad to hear them, maybe reversing the 
procedure, but I think that they will all understand why we are doing 
it 


“Mr. Doggett from the Department. 


STATEMENT OF HOWARD J. DOGGETT, SOIL BANK DIVISION, DE- 
PARTMENT OF AGRICULTURE; ACCOMPANIED BY KENNETH L. 
SCOTT, DIRECTOR OF AGRICULTURE CREDIT SERVICES, DEPART- 
MENT OF AGRICULTURE 


Mr. Docerrr. Mr. Chairman, may I say that Mr. McLain intended 
to be here this morning, but some matters came up and he felt that he 
could not possibly attend. 

While I have a statement, after listening to you gentlemen perhaps 
I could shorten this thing up a bit by saying that the Department, I 
think, generally feels that it has sufficient legislation on this subject 
to at least operate for a time. ‘ i Pp 

And perhaps we could do better by simply submitting to questions 
from you gentlemen here as to what you have in mind with these other 


types. 
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Now, 8525 is on this same subject, and we are trying to get that into 
operation, hope to have it into operation—in what, 2 weeks ? 

Mr. Scorr. Yes. We have to have—— 

Mr. Poace. Of course, 8525 relates to only the disaster areas. These 
bills all are of general application, as I understand it. And as I un- 
derstand, these bills actually make this practice a part of the soil bank. 
Isn’t that right ? 

Mr. Jenninos. That is correct; and let me point out one reason, if 
I might, Mr. Chairman. 

The farmers in our section carr y on a balanced operation, balanced 
with their grazing land to their e ropl: and and to the livestock produe- 
tion. If you cut down on the grain land and do not cut down on the 
pasture land, you throw the entire operation out of balance. As a 
result, very few are permitted to participate, either under the acreage 
or the conservation reserve, for that reason. 

In addition to that, very few of them are under allotments for the 
basic crops. So therefore they are not permitted to participate in 
the soil bank at all, and this would merely permit those farmers to 
participate in the soil bank by placing their grazing land into the 
soil bank, 

In addition to that, a farmer might be able to put practically all of 
his farming operation into the soil bank, other than his grazing land. 
This would permit him to put the entire ranch or farm operation into 
the soil bank and thereby reduce the surplus. 

Now, that is what this is aimed at primarily. 

Mr. Poace. I think there is a big difference in the objective of these 
bills and the deferred grazing bill, because the deferred grazing bill, 
certainly from my standpoint, was intended to meet a specific disaster 
condition that exists in a definite area today. It is trying to bring 
back a grazing condition which isn’t there today, and which we hope 
will be there in a few years hence, if we take care of that soil during 
the next 2 or 3 years. 

Whereas, these bills are permanent, seeking to establish a policy of 
bringing sections of the country into the soil bank that are not now 
in the operation of the soil bank. And to that extent, I think their 
objectives are quite different from the emergency bill we passed here, 
to try to reseed a lot of the disaster country, because that reseeding is, 
as I visualized it, much more akin to the regular soil conservation 
practices, and intended to be a soil conservation practice rather than a 
practice to try to reduce anything. The drought bill was not intended 
to reduce anything in the way of production. 

These bills are intended, over a period of years, to actually limit 
production, as I understand it. 

Mr. Jenntnos. I might add, Mr. Chairman, that this expires June 
30, 1960, along with the rest of the soil bank. 

Mr. Jounson. As I understand the law, even under the conservation 
acreage reserve, pastureland does not go under the present rulings 
of the Secretary. And my idea in introducing this legislation was 
that if we are going to reduce the milk supply, pasturelands should be 
included as it would cut down the number of cows and in that w ay we 
reduce the surplus in milk. That is the idea I had in mind in intro- 
ducing this legislation. 
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And the main difference between my legislation and that of Mr. 
Albert’s—and I am not sure about Mr. Jennings’ —is that mine comes 
under the conservation acreage reserve, where ‘T think theirs is under 
the acreage reserve. 

Mr. Avsertr. Mr. Chairman ? 

Mr. Poace. Yes, Mr. Albert. 

Mr. Auzert. I previously introduced H. R. 2771, on which the De- 
partment reported on March 21, 1957. Thereafter we had hearings on 
this, and the Oklahoma Cattlemen’s Association was represented by 
Mr. Ferguson, a former member of this committee, and at his rec- 
ommendation I reintroduced this bill and it is now in the form of 
H. R. 5857. 

I would like to ask the Department representatives whether H. R. 
5857 is also objected to. I do not think we have a specific report on 
that. 

Mr. Dogeerr. I think I could say that—I do not have 5857 before 
me. 

Mr. Avzert. Here isa copy. 

(A document was handed to Mr. Doggett.) 

Mr. Atsert. Would you have the same objections to this bill, sub- 
stantially, that you would to H. R. 2771? 

Mr. Doeeerr. I think, in general, that would be the position of the 
Department, Congressman. 

Mr. Avsert. Well, now, can you take either of these bills, 2771 or 
5857, and suggest any change that would make the bills acceptable to 
you? 

Mr. Doacettr. Well, these pose some great administrative problems, 
as you know, Congressman. 

Mr. Apert. Well, any soil bank program poses great administra- 
tive problems. 

Mr. Doccrrr. Yes, but we do have some figures on land, where we 
have little or none on livestock, in numbers and carrying capacities, 
and things of that kind, which could come into this type of legislation. 

Mr. Atzert. Well, we could get the figures, couldn’t we? I mean, 
if the principle is all right, the statistical part is something that we 

can take care of. 

Now, I am trying to find out whether there is any way that the 
cattlemen of this country, who live side by side with the farmers, can 
participate in the same kind of programs that their farmer neighbors 
can participate in, or whether the Department says there is no such 
thing. 

Mr. Scorr. Mr. Chairman ? 

Mr. Poace. Mr. Scott. 

Mr. Scorr. Mr. Chairman, I have not studied this bill carefully. 
I have been working on this new act, the Public Law 8525, to which 
you referred, and I ‘thought perhaps you might in the course of this 
hearing wish to have some questions answered, and discussion of that. 

Mr. Poacr. Well, we would very much like to, but I would like to 
first get to this— 

Mr. Scorr. I offer that merely as an explanation as to my main pur- 
pose for being here. 

The extent to which the livestock would be moved, Congressman, 
has posed to us a very serious problem. As I understand it, your bill 
would provide opportunities at least for a rather substantial reduc- 
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tion in the number of livestock, and just where that livestock might go 
and just what the effect that might have on general market prices is 
a thing that has raised some rather serious questions in our mind. 

Mr. Atsert. Well, now, you have attacked every one of these, and 
although I am not going to hold that my bill is a model of legislative 
dr aftsmanship, although we put in quite a bit of time on it, ev erything 
you said about this bill is couched in the most general language. It 
does not give the committee any way of deciding specifically what is 
wrong with this bill. 

Now, you say that it will cause difficulty in connection with the dis- 
position of livestock. Well, I would like to know just exactly what 
the details of that are, so as to find out whether it is an insurmountable 
objection, or whether it is something that might be worked out. 

We have disposed of a lot of surplus commodities that have been 
in the hands of the Commodity Credit Corporation, and we are still 
spending a lot of money on the soil bank and still getting large vol- 
umes of all these commodities in the soil-bank program. We have 
not solved anything with that. 

If there is anything that has not solved anything, it is the soil bank, 
from what I know about it, on the crops. 

So I would like to know whether this bill can be amended in any 
way to meet the objections of the Department. 

Mr. Scorr. Mr, Albert, if it would be helpful to you and meet your 
viewpoint, we would be glad to get the folks in the Department who 
have a background in dealing with the problems and issues that are 
involved, in your bill, meet ‘with you immediately. 

Mr. Atpert. I would like to meet with them. 

Mr. Scorr (continuing). And see what constructive suggestions 
we could make to you. 

Mr. Auzert. Because here is what we are getting at: Now, you have 
said in here these amendments would create practically insoluble ad- 
ministrative problems, especially when applied to the rugged moun- 
tainous range areas. 

Well, you do not suggest that there is any way to eliminate that, 
and there might. It av be that you would not want to include the 
mountainous range are 

I am not saying you yn not want to, because I want to hear 
from the people who live out there, but what I am trying to get at 
is something specific that this committee can get down to, and decide 
whether it wants to get into this field or not. 

Then you say the livestock carrying capacity of some so-called 
range grazing lands varies so widely within even relatively short dis- 
tances that the determination of standard carrying capacities or 
normals would be extremely difficult for purposes of comple pay- 
ments under the bill’s provisions. 

Well, that is also true under the deferred grazing plan. There is 
a wide variety of land in the disaster areas. 

Mr. Poacer. It is not any more true of any particular grazing land. 

Mr. Auserr. It is true of all land. 

Mr. Poagr. Sure it is. 

Mr. Scorr. Mr. Albert, as I said, we would be glad to meet with you 
and other members of the committee who have similar bills, and get 
the best talent we have, at just the earliest date that will meet your con- 
venience, and sit down and seriously try to work out something. 
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If we have any suggestions, we would be delighted to offer them. 

Mr. Jenntnes. Would the gentleman yield there? 

While I have introduced this legislation, 2871, I feel, as Mr. Albert 
feels, that that is not the last word in the legislative draft. I heard 
the testimony of the Oklahoma Cattlemen’s Association which re- 
sulted in his introduction of 5857, and I would agree with that. 

However, I am not wed to either of these plans if we can come ap 
with something that will be acceptable to the Department, that Mr. 
Benson will accept and administer. I am certainly willing to sit down 
and try to work out something that will give our ranchers and grazing 
people an opportunity to participate in the soil bank, along w ith their 
other farming operations. 

I thought that was what we were going to do this morning. I 
thought that perhaps the Departanent was here ready to make a re- 
port on 5857 and 2871. While they have rendered a report on 2781, 
which is similar to your first bill, Mr. Albert, I believe we have not 
heard them testify on that particular bill—or did Mr. McLain 
testify here at one time on that ? 

Mr. Atserr. No. 

Mr. Jennines. We have a report on that, but we do not have a report 
on 5857. I think the sooner we can get that report, the better off we 
will all be. 

Mr. Apert. I think the way to do it is as Mr. Scott suggested, that 
the few who are interested in it informally, later in the month meet 
with some of your representatives and see if we can work out some- 
thing. 

Mr. Poacr. [recognize Mr. Hill. 

Mr. Hitz. Mr. Albert and I were discussing this bill a while ago, 
and this is too important a piece of legislation to act on quickly. We 

‘annot do it in this committee at this time, and I would suggest by 
all means that we take some time and carefully go into this pasture- 
grass program, because, to me, this is one of the most important pieces 
of legislation that we could possibly pass. And, in my personal 
opinion, if you can apply it to the soil bank in the proper method, you 
really can support such type of legislation as Mr. Alberts bill. 

I do not think there is any question about it. It is a question of 
arranging the legislation in such a way that we can work it out suc- 
cessfully. 

Mr. Jounson. I believe I might say this: The chairman of the 
committee asked for a report on my legislation, H. R. 3984, and I do 
not believe there is any report of any kind on this legislation. 

Many of the objections that you have to the grazing bill of Mr. 
Albert's would not apply to the type used for “pastureland in the 
dairy area. 

Mr. Poacr. Well, don’t you think, Mr. Johnson, that if we can 
get things working, like Mr. Scott suggested here, that that is the 
way to work it out? Tam ver Vv delighted to find the Department is 
willing to help us work it out, because I think once we get over the big 
hurdle of just general objections to anything in relation to grazing 
land, we can work out the details. 

Mr. Jounson. I just wanted to be sure they did not forget the 
dairy farmer and just concentrate on the grazing land down in the 
Southwest and up in Colorado. 
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Mr. Poace. They should not forget the dairy farmer, and I do not 
think you will let them forget the dairy farmer. 

Mr. Jounson. I just thought the whole legislation could be taken 
care of in one package. 

Mr. Poace. That is right; that is exactly what I think. 

Mr. Avert. I think the dairy farmer has done as well as the beef 
farmer in the Department of Agriculture. 

Mr. Poacr. We all know we face a situation in which our pro- 
grams have resulted in taking crops out of production, but at the 
same time continue to increase the grassland production of the United 
States. We thought there was merit in that sort of thing, but we 
know that we can destroy another great industry by pushing it too 
far, and we have to keep a proper balance. 

I am glad the Department is recognizing that. I had fears that 
the Department was taking the position simply that they were opposed 
to doing anything about grassland. 

Mr. Jounson. I am afraid they are. 

Mr. Poace. I understand that is what they are not doing. They 
are willing, at least, to attempt to write a bill. 

Mr. Auzert. I think that isthe best way to proceed. 

Mr. Poace. With that assurance, I think that we will ask Mr. Albert, 
Mr. Johnson, Mr. Jennings, and anyone else who wants to—— 

Mr. Hini. You better put a Republican on this. 

Mr. Poagr. And I include Mr. Hill. 

Mr. Hixxi. You better put one of us on. 

Mr. Poace. I know we should. I will include Mr. Hill and Mr. 
McIntire on that. And those gentlemen will meet with the Depart- 
ment and try to draft a bill, and report back to the subcommittee at 
a later date. 

Mr. Avsert. And this will be just an informal group for the purpose 
of trying to see whether a draft can be arrived at. 

Mr. Poace. Mr. McIntire. 

Mr. McIntire. Well, Mr. Doggett is here. Has anything been re- 
ported on H. R. 6325, which I introduced 4 

Mr. Doaeerr. Is that the one placing the potatoes 

Mr. McIntire. No. ae is one in relation to browse ning the lan- 
guage dealing with your 3-year use on conservation reserve, running 
that over for tree pl: nti The amendment would be to maintain 
trees for the contract period on the specifically designated acreage of 
land once used in the production of such crops as—there is no report 
on that ? 

Mrs. Downry. Mr. Coffin had an exact bill, and we asked for a re- 
port on that bill on March 26, 

Mr. Scorr. May I have that number again, C ongressman McIntire? 

Mr. McIntire. Yes. The number of my bill is 6825, introduced on 
the 25th of March. 

Mr. Scorr. We will be glad to check on that and get a report up to 

you. 
" Mr. McInrime. I think, Mr. Chairman, that perhaps, at least to the 
extent. that the intent of this bill is within this whole area of conserva- 
tion reserve and acreage reserve, it might be given some consideration 
and discussion. 
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Mr. Poacr. Maybe they will want to discuss it at the same time—— 

Mr. Scorr. Mr. Chairman, may I come back to this meeting we dis- 
cussed ? 

I would like to make it clear that what I was suggesting was drafting 
service. I am sure you appreciate that I am not committing the De- 
partment to any position they might take. We promise you we will 
get our best-qualified people, sit down with you and do the best job 
we can in drafting service. 

Mr. Jounson. They will have some idea of what the Department 
will go for before they come up to help us draft it, will they not? 

Mr. Scorr. Well, i am thinking of the technic al people, largely. 
That is our usual method of providing drafting service. We will give 
you the very best we can. 

Mr. Atserr. What we want is to get rid of all technical objections. 
Now, the policy matter, of course, you are not going to decide on until 
the bill is reported on. That was my under standing. 

Mr. Poacr. Well, I think we might right now get the policy of the 
Department before us, and it might be helpful to you all in working 
this thing out. 

Maybe you would like to give us the policy of the Department as it 
relates to grazing land, because, obviously if we get our policy decision, 
and if it is to oppose any kind of grazing-land legislation, then it does 
not make any difference what you draft if you cannot get this support, 
although I think we would still like to get all of this worked out: 

Mr. Jonnson. That is what I was thinking of. 

Mr. Poace. I think we would still like to get this worked out from 
the detail point as well as we could. However, the committee would 
like to know now if there isa policy on that. 

I recognize you would want to review this, you would not want to 
give a commitment to support a bill if you have never seen the bill. 
However, is it the policy of the Department now—do you feel it 
would be unwise to have any kind of payments for retiring grazing 
land ¢ 

If so, I think that places us in one position. If there might be a way 
whereby you might support it, that places us in a different pres 

Mr. Scorr. Mr. Chairman, the policy discussions I have heard and 
taken part in have related to the rangel: and that you referred to earlier, 
and which is covered by Public Law 8525. The Secretary has, as you 
know, stated on different occasions that he wants to make the utmost 
use of the soil-bank legislation, to see what benefits can be obtained 
under that law. 

Now, frankly, I have not heard this particular type of grazing de- 
ferment discussed policywise. 

Mr. Poace. Well, it was discussed last year, because at that time Mr. 
Albert offered what was known as the Albert amendment to the origi- 
nal soil-bank bill, and at that time there was a discussion on the part 
of the Department as to the policy; not as to the details of-it all, but 
as to the request of whether we wanted to include rangelands, whether 
we wanted to extend the same benefits to the man who made his living 
raising grass as to the man who made his living by raising cultivated 
crops. 

At that time it was my understanding that the Department did not 
want to. But there have been many changes in the picture since that 
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time. In fact, the Secretary himself has stated there are a lot of 
changes. 

Mr. Apert. Mr. Scott, could you state that the Department, re- 
gardless of how much the bill might be limited, regardless of limita- 
tions that might be placed on the Dill, is or is not opposed as a matter 
of policy ? 

Mr. Scorr. Mr. Albert, I can assure you the Secretary has told us 
to be of every possible help in drafting and advisory service, which I 
have offered to you. And I know I am on safe ground in telling you 
we will give you the very best help we can with your bills, and beyond 
that Tam reluctant to comment. 

Mr. Apert. He is just not ready to answer the policy question. 

Mr. JenntnGs. In that connection, I wonder if we might have from 
the Department someone on the policy level as well as their technical 
help at this conference that we are going to hold. Do you think we 
could arrange that ¢ 

Mr. Poaae. I think we ought to have someone to talk policy, too, 
because, after all, there is little use in going out and getting a bill and 
saying we have got a bill here, technically, that is pertinent, and then 
having a report come up here and say it is contr ary to the policy. 

Mr. Scorr. I think that can be arranged, Mr Chairman. 

Mr. Poage. That is fine. 

Mr. Jounson. Are you going to set a date for a hearing? 

Mr. Poacr. That is up to you five gentlemen. Don’t ask to set it 
here; you talk with these gentlemen and set it for an informal meeting. 

We will pass these 3 bills with the understanding that these 5 gentle- 
men will work witli the Department, and finally work them out. 

Mr. Baker, did vou want to say something on this? 

Mr. Baker. I was going to include it in a general statement on this, 
Ves. 

Mr. Poacr. You mean, you want to make one general statement in 
relation to all of our bills? 

Mr. Baxer. At your convenience. 

Mr. Poacr. I think the next bill will probably not invoke any argu- 
ment. The next bill is 6433, by Mr. Bass. There has been no report 
requested, and I understand Mr. Bass does not want it to be heard. 
We will pass that over at the present time. 

The next bill is H. R. 6702, by Mr. Albert. 

(H. R. 6702 is as follows :) 


{H. R. 6702, 85th Cong., 1st sess.] 


A BILL To provide for the purchase of certain cattle to carry out the provisions of section 
32 of Public Law 320, Seventy-fourth Congress 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That in carrying out section 32 of Public Law 
520, Seventy-fourth Congress (7 U. S. C. 612c), the Secretary of Agriculture shall, 
during the fiscal years ending June 30, 1958, 1959, and 1960, utilize funds available 
for carrying out such section for purchasing all beef other than canner and cutter 
grade derived from female cattle which is offered to him for sale whenever the 
wholesale dressed price of such beef falls below 24 cents per pound. The Secretary 
shall make such rules and regulations as may be necessary to carry out this Act, 
including rules designed to insure that packers from whom such beef is purchased 
pay a price for the live cattle which is equitable in relation to the price paid for 
such beef. 
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Mr. Poace. Do you want to discuss that ? 

Mr. Atserr. Yes, Mr. Chairman. 

This bill, as the committee knows, was introduced by me at the re- 
quest of the Oklahoma Cattlemen’s Association, and is a bill to pro- 
vide an automatic purchase program based upon price. 

The Department report on that just came in this morning, and I 
have just had a chance to read it. 

As I understand the report of the Department, they object to it on 
the grounds principally of the automatic support price of 24 cents, 
whenever beef falls below 24 cents per pound. 

It is the feeling of the Oklahoma people, and this has been advocated 
by nearly all the farm and livestock organizations in Oklahoma, in- 
cluding the Farmers Union—I think it ‘originated, as far as I know, 
with one of the county Farm Bureau organizations. It has been ad- 
vocated by the Oklahoma Cattlemen’s Association, by some of the lead- 
ing cattle producers of the State of Oklahoma, including former Gov- 
ernor Turner, and it is their feeling that if the Department will pur- 
chase female cattle whenever the price of certain specified grades of 
beef, dressed, is below 24 cents a pound, it will stabilize the price of 
beef. 

I do not think there is any question but what it will stabilize the price 
of beef if we started doing that. And the Department’s statement, 
which I say I have just read, to the effect that it would tend to increase 
herds seems to me to be offset by the fact that we are striking at the 
female population of the cattle. 

Now, I do not see how any program which encourages the slaughter- 
ing of female cattle would tend to increase the cattle population. 

Mr. Chairman, our past experiences with support programs and 
beef purchase programs have been that the purchase programs have 
not started until many people have been down and out. There was 
agitation long before the Secretary started his purchase programs 
in prev “ years. 

Now, I do not know whether the 24 cents a pound is the right place 
to start or not. That is pretty cheap, it would seem to me, although 
the Department says that that point was reached with this type of 
cattle several different times last year. 

But here again, I would like a recommendation from the Depart- 
ment of Agriculture as to whether any figure could be reached or any 
program could be agreed upon, or that this bill could be modified in 
a way to give a support program for cattle that would be acceptable to 
the Department of Agriculture. 

That is all I have to say, Mr. Chairman. 

Mr. Poacr. Thank you, Mr. Albert. 

Is there anyone from the Department here to speak on this bill? 

Mr. Perrus. Yes, sir; I have a report on that. 

Mr. Poacr. All right; fine. 
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STATEMENT OF D. M. PETTUS, ACTING DIRECTOR, LIVESTOCK DIVI- 
SION, AGRICULTURAL MARKETING SERVICE, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


I am glad to appear before this committee in connection with your 
consideration of H. R. 6702, a bill which would direct the Secret ary 
of Agriculture to purchase all beef der ived from female cattle other 
than United States Canner and Cutter grades which was offered to 
him whenever the wholesale price of such beef falls below 24 cents 
a pound. 

This bill provides that the Secretary of Agriculture shall, during 
fiscal years 1958, 1959, and 1960, utilize funds available under section 
32 of Public Law 320, 74th Congress, as amended, in carrying out the 
provisions of the bill and that the Secretary shall devise methods to 
insure that the price paid for such beef will be equitably reflected in 
the prices paid for live cattle. 

This legislation would be a drastic departure from present legisla- 
tive requirements under section 32. Under the present law, the Secre- 
tary of Agriculture may purchase at prices prevailing under surplus 
conditions any grade of meat. In the past the kind and grades to be 
purchased have been selected on the basis of achieving the maximum 
market assistance possible. 

The enactment of this legislation would probably put the Depart- 
ment in the beef business whenever the price of beef at wholesale 
drops below 24 cents per pound at any location. On the basis of 
supply-demand-price conditions during 1956, under such a require- 
ment the Department probably would have purchased around 450 mil- 
lion to 500 million pounds of beef. 

It is difficult to estimate the cost of carrying out the provisions of 

program such as this one, but a conservative estimate of the cost, 
under the conditions existing in 1956, of purchasing the estimated 
quantities would be approximately $100 million to $125 million. 

Beef is a highly perishable product and its disposition would need 
to be quite prompt. A mandatory, unlimited purchase program of the 
type required under this legislation could present significant prob- 
lems in the orderly disposal of purchases. Under current section 32 
surplus removal operations, purchases are limited to the amount which 
would be utilized by eligible outlets and without significant impact 
on regular food markets. 

Because of the complex nature of the cattle and beef industry and 
the changed nature of the product between cattle producers, slaugh- 
terers, and processors, it is not considered practical or desirable that 
the Secretary be required to administer such a beef-purchase pro- 
gram to insure that slaughterers from whom the beef was purchased 
would pay equitable prices for the live animals in relation to the 
prices received for the beef. The Department does not know of any 
practical way that such a requirement could be administered. 








34 MISCELLANEOUS BILLS 


The approach in this legislation treats the symptoms but does not 
get down to the cause. There would be the beneficial effects of more 
stabilized prices for beef in the short run. However, the longer run 
effects also must be considered. The program would tend to be re- 
flected in higher prices and stimulated production of the beef and 
dairy breeding herd. This could mean continued overproduction 
underwritten by Government subsidy unless regulation and controls 
were instituted. Also, the enactment of H. R. 6702 would provide a 
precedent for producers of all kinds of agricultural and nonagricul- 
tural commodities to seek similar assistance. 

In view of the many disadvantages and the cost of administering 
a program such as that provided for in H. R. 6702, the Department is 
not in favor of the passage of this legislation. 

Mr. Poacr. Mr. Pettus, it seems to me that this statement and the 
report of the Department is nothing in the world but a restatement 
of Mr. Benson’s well-know views that you should not increase the 
price of anything the farmer produces, that we should seek the low- 
est possible level of prices for every possible commodity. 

But if I understand you correctly, you admit this would tend to 
increase the price of beef, the price of cattle. Most of the members 
of this committee, I think, would like to see the price of cattle in- 
creased. I think the price of cattle has been far too low. 

You say though that the great danger of this is that it might work 
so well that the ; price of cattle would go up, and that would be bad. 
We are told the same thing in about every case. We proposed a cot- 
ton program and we were told the price of cotton might go up, even 
when we fixed it so the price could not go up. We are told on every- 
thing that “we are afraid that the farmer is going to make a living 
as comfortable as somebody else.” 

T am just sick and tired of listening to the Department come up here 
every 2 weeks and tell us that the farmer is going to do too well if we 
do something. After all, that is what this committee was established 
for, to see that the farmers do reasonably well, and it was my nog 
pression that the Department of Agriculture was established for 
somewhat similar purpose. 

However, the Department of Agriculture, it seems to me, is seeing 
to it that the farmer does not do well. And you tell us, and not only 
you but there is a competent report here that came down under Mr. 
Morse’s name and it has the same language in it, and says: : “Oh, but 
the price might go up and the people would grow more meat.’ 

Good Lord, what if the price goes up? Shouldn’t they be encour- 
aged to go to growing meat? And if they go to growing too much 
meat, under the Albert proposal we will begin killing the cows. 

Mr. Atpert. Female cows. 

Mr. Poace. Female cows—well, female cows. 

Mr. Avsert. I want to empasize that. 

Mr. Poace. I do not know how you would increase the cattle popu- 
lation when you begin killing cows. That is what has been wrong 
with us for some time; we have been i increasing our stocker herd. We 
have been sending steers to market, sure, but we continue to increase 
our stocker herd. And when you do that, then, of course, you increase 
your cattle population. But the Albert amendment takes care of that. 

You talk about the longtime danger of the thing, the longtime 
result is to destroy your stocker herd. And you cannot reduce - your 
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stocker herd without reducing your cattle population in the United 
States. I think that all of you folks know it, even though somebody 
did not know it during the OPA days. Surely they know it now. 

You do not pay any attention to the fact that the basis of this thing 
is to get rid of cows. When you get rid of cows, you get rid of calves 
because you do not have any calves unless you have cows, and if you 
do not have any calves you do not replace your beef herd either. 

You blindly ignore all the fundamentals of this suggestion that 
Mr. Albert makes here, and come up and tell us, “Oh, but you might 
do too well—these farmers might get too much for those cattle—we 
are just afraid it would work so well that somebody would pay his 
debts off.” 

Is that what you are afraid of ? 

Mr. Perrus. No, sir. 

Mr. Poage. You do say, don’t you, that it would help in the short 
term; you say that, don’t you? 

Mr. Perrus. Yes, sir. 

Mr. Poagr. Then you say your fear is that in the long term it would 
run the price of cattle up to such an extent that it would produce too 
many cattle? That is what you say, is it not? 

Mr. Perrus. We state that indirectly you might encourage the pro- 
duction, an overproduction, in this area. 

Mr. Poace. You say you do it by running the price up, don’t you? 
That is the way you say you would encourage overproduction, isn’t 
it? Isn’t that what you say ? 

Mr. Perrus. That is the effect of it. 

Mr. Poacr. The program would tend to be reflected in higher prices ? 

Mr. Perrus. Yes, sir. 

Mr. Poacr. And stimulated production of beef and dairy breeding 
herds? 

Mr. Perrus That is right. 

Mr. Apert. Mr. Chairman, I have to be excused. 

Mr. Poaar. Yes, I understand. Well, it is your fear it would run 
the pr ice of cattle up that makes you oppose this? 

Mr. Perrus. That is one of the problems we see, Mr. Chairman. It 
is not the only basis, nor the main basis really, on which the Depart- 
ment opposes this legisl: ition though. 

Mr. Poacr. Well, it is the basis you give for opposing every pro- 
posal to increase the welfare of the farmers, that it would run the price 
up: isn’t it? It is the same one you have opposed, as to the cotton sup- 
port, or peanut support payment—you opposed them on the same 
ground? I mean, the Department—I do not mean you have person- 
ally, but the Department—has opposed peanut supports, payment for 
cotton, and all other supports on exactly the same grounds, haven’t 
they ? 

Mr. Petrus. I would rather not answer for the Department on that 
because I am really i involved only in livestock. 

Mr. Poacr. Allright. 

Mr. Perrvs. Iam not involved in the other commodities. 

Mr. Poaaer. I will just say for the record, for the committee, that 
you have done it—the Department has done it—the Department has 
opposed every program I can remember that was suggested here on 
behalf of increasing the welfare of the farmer because they were afraid 
he would get too much, afraid he would do too well, he might pay his 
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debts, he might be a citizen of the United States on the same basis as 
somebody who had a job down here in Kresge’s, he might be able to do 
pretty nearly as well. 

As far as 1 am concerned, I want to see him do well. 

Now, you suggested that we might have purchased as much as a half 
billion pounds ‘of beef last year. “How many female cattle would that 
have removed ¢ 

Mr. Perrvs. Roughly around one hundred 

Mr. Poace. It would be 100,000 to 150,000; wouldn’t it ? 

Mr. Perrvus. About 100,000 to 150,000 4 

Mr. Poacr. Yes; I think so. 

Mr. Perrus. No, sir; it would have been around 1 million. 

Mr. Poacr. Yes; that is right. 

Mr, Perrvus. It would be roughly 1 million to 114 million. 

Mr. Poacr. Yes; I am dropping a decimal. It would be a million 
to a million and a half, approximately. 

Now, then, if you had done that, and reduced the cattle population 
by, let us say, the maximum, a million and a half, do you think it 
would have had a bad effect on the present situation 

Our cattle poulation is too large; isn’t it? 

Mr. Perrus. Well, it certainly would have improved prices. 

Mr. Poace. It would have improved prices; yes. And would it 
have tended for a good long time to give some stability to the cattle 
situation? Because you could not increase your cattle as rapidly if 
you removed a million to a million and a half ad ale cattle last year, 
could you? 

Mr. Perrvs. Well, it gets a little involved, Mr. Chairman, because 
when we take this particular = out of the market it may be that 
we have to go back into another area and send it back to the consumer 
one way or the other. We have this meat to dispose of, and if we feed 
them this, then it may be they will not eat as much of other meat, 
and 

Mr. Poace. Maybe they won’t eat as much steer meat ? 

Mr. Perrvs. That is right. 

Mr. Poagce. All right. 

Now, if they do not, then what happens to our cattle population ? 
Those steers are not producing any calves, no matter how long you 
keep them; are they ? 

Mr. Perrvs. That is correct, sir. 

Mr. Poacr. But these heifers that you did not kill last year, you 
get about an 80 percent calf crop, and if you had a million and a half 
you would get something like a million and a quarter calves this year ? 

Mr. Perrus. Assuming those are the cattle that you would buy. 
But, Mr. Chairman, these might merely have been the Government 
taking the same cattle that came to market, without an increase in 
marketing. Because the Government buys them it does not mean 
that you have a larger number marketed. 

Mr. Poace. You do not think there would have been any increase 
in marketing last year if there had been a floor of 24 cents under 
female cattle? 

Mr. Perrvus. No, sir; I don’t. No, sir; I think you might have had 
even less. 

Mr. Poace. I do not know how you could figure that. 
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Mr. Perrus. Our experience in the 1953 purchase program was 
that despite the fact that we bought about 250 million pounds of 
meat, actualy the cow herd went up. 

Mr. Poacre. You bought any kind of meat then, you did not buy 
just female meat ? 

Mr. Perrvus. That is correct; we did. 

Mr. Poace. You bought old bulls, and you bought steers, and any- 
thing—you just bought meat? 

Mr. Perrus. We bought meat of certain grades. 

Mr. Poace. And you assumed there would be the same amount of 
meat sold in the United States. But I had some pretty good yearlings 
last year that I sold at 17 and 18 cents. If you had been buying 
cow meat at 24 cents, I certainly would not have sent those yearlings 
to market and taken 18 for them. I would have been selling those 
cows, and then this year I would not have calf trouble, would I? 

Mr. Perrus. Mr. Chairman, this 24 cents does not refer to live 
price, it refers to carcasses. 

Mr. Poacr. Well, those cows would not bring in—at a live price last 
year, they were bringing about 6 and 8 cents. 

Mr. Perrus. Well, I thought perhaps } you were thinking— 

Mr. Poacr. I was getting matters confused, and I beg your par- 
don. I was referring, of course, to the 18 cents as a live price for the 
yearlings, and then I was using the 24-cent price there, which I should 
not have used. 

This assures you about a 12-cent live pr ice for those cows; doesn’t it ? 

Mr. Perrus. Something like that; yes, sir. 

Mr. Poace. But you would get little more than half that last year for 
those cows—— 

Mr. Perrus. They sold at six—— 

Mr. Poacr (continuing). And some, I guess, brought as much as 
nine, 

Mr. Perrus. They may not have produced this kind of meat, though. 

Mr. Poacr. If they produced above canner and cutter; they are in- 
cluded here? 

Mr. Perrus. Well, a great many cows produce canner and cutter. 
That is where a large amount of that comes from. 

Mr. Poacre. That is true. 

Are there any other questions ? 

Mr. McInrire. Mr. Pettus, in turning to the administrative prob- 
lem of this legislation, I notice that it refers to using section 32 
funds. 

Mr. Perrus. Yes, sir. 

Mr. McIntire. Well, under the existing act, there are very specific 
provisions for which section 32 funds can be used. Would this basic 
act have to be amended in order to operate within the framework of 
this legislation ? 

Mr. Perrus. I do not know that I can answer you exactly. I am 
under the impression it would not have to be, but if it were not, you 
would be left in the position where you might undertake a program 
which you could not finish because you did not have enough money 
to complete it. 

Mr. McIntire. Well, there is a very definite limitation in there as 
to the amount of money that can be used for any one commodity. 


Mr. Perrus. Yes, sir. 
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Mr. McIntire. I am not certain, but I think the figures which you 
have set forth in your testimony here are over and bey ond the sums 
of money that can be used out of section 32. 

Mr. Perrus. We could not use as much as $125 million. 

Mr. McIntire. No. 

Mr. Perrus. That is correct. 

That is why I say, if we undertook such a program, we might run 
out of funds before 1t was completed under section 32. 

Mr. McIntire. Now, in connection with the administrative prob- 
lems of this bill, in your purchase program of past history, you have 
been purchasing from the packer himself, haven’t you? 

Mr. Perrvs. That is right, the packer, and in some instances proc- 
essors who are » packers, under some definition of packers—food proc- 
essors have canned some of this meat which they bought from packers 
and sold to the Department. 

Mr. McIntire. How would you handle the requirement under this 
bill to make sure that everything you purchased was from female 
cattle ? 

Mr. Perrvus. That is one of the difficult problems, but it is not an 
insurmountable one. We could identify the carcasses when they were 
first hung up, and determine if they were carcasses from female cattle. 
That identification could carr vy through. 

However, it would involve considerable Government supervision 
of the program. It is not an impossible job from that standpoint 
however. 

Mr. Poace. Thank you, Mr. Pettus. We are very much obliged 
to you. 

I suppose that Mr. Smith is here to testify on Mr. Hill’s bill? 

Mrs. Downey. Mr. Scott is to testify on it. 

Mr. Poagr. Oh, Mr. Scott will testify. 

All right, we will be glad to hear you on that matter, Mr. Scott, 
as to H. R. 6607. 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR OF AGRICULTURE 
CREDIT SERVICES, DEPARTMENT OF AGRICULTURE 


Mr. Scorr. Thank you, Mr. Chairman. 

We have just delivered to Mrs. Downey a statement of our position 
on the bill. I have copies here, if you c: re to have them. I might read 
from this letter—it is very short—Mr; Chairman. 

The Department favors the enactment of H. R. 6607. This bill 
would supersede the provisions of the Rural Rehabilitation Corpora- 
tion Trust Liquidation Act, being Public Law 499 of the 8ist Con- 
gress, 2d session, as applied to the assets of the Colorado Rural Re- 
habilitation Corp., and would provide that the Secretary of Agricul- 
ture shall return to the State of Colorado for specified uses by the 
Commissioner of Agriculture assets of the Colorado Rural Rehabilita- 
tion Corp. now being administered by the Department of Agriculture 
through the Farmers’ Home Administration under an agreement for 
administration between the corporation and the Secretary. 

Under H. R. 6607, the Secretary would be discharged of his re- 
sponsibility under the present law to concur in the purposes for which 
funds returned to the State may be used. The present law would 
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require that the Secretary return the assets or parts thereof upon 
proper application to the Colorado Rural Rehabilitation Corp., an 
active corporation. 

Public Law 499 directs the Secretary of Agriculture to negotiate 
for the return of the trust assets to the State corporations, or with an 
agency designated by the State legislature if there is no corporation 
existing or revived. It also provides that any funds returned to the 
State may only be used for those rural rehabilitation purposes author- 
ized by the charter of the individual corporation as such purposes are 
agreed upon between the corporation and Secretary of Agriculture. 

This Department believes that the control of these assets of the 
Colorado Rural Rehabilitation Corp. should be with the State govern- 
ment rather than with the corporation, the board of directors of which 
is self-perpetuating and at present are private citizens having no 
direct responsibility to the State. It also believes that the Secre- 
tary of Agriculture should be relieved of his responsibility for indirect 
control of the use of the funds returned to the State. The proposed 
transfer to the State probably will not increase the need for appro- 
priated loan funds since upon transfer to the State, or its designee, the 
cash and collections would be used for substantially the same loan pur- 
poses as now, or heretofore, authorized. 

The enactment of the bill, which applies only to Colorado, would not 
require any additional administrative expense appropriation. The 
Bureau of the Budget advises that there is no objection to the sub- 
mission of this report. 

Mr. Poace. Mr. Scott, are there any other States in the same situa- 
tion as Colorado here, with a private corporation taking these funds? 

Mr. Scorr. I understand that there are some corporations of this 
general character, Mr. Chairman. 

This bill, as you well know, relates only to Colorado—— 

Mr. Poagcer. I know that. 

Mr. Scorr (continuing). And our position is intended to apply 
just to this bill, sir. 

Mr. Poace. We have a corporation in Texas, but I understand it is 
a public corporation and not a private corporation of this kind, and 
that the State still controls the personnel. 

Mr. Scorr. Mr. Smith, Deputy Administrator of the Farmers’ 
Home Administration, is here, and he is familiar with these corpora- 
tions. 

Mr. Poace. Mr. Smith. 


STATEMENT OF HENRY SMITH, DEPUTY ADMINISTRATOR, 
FARMERS’ HOME ADMINISTRATION 


Mr. Smirn. Well, I think your statement is essentially correct. 
Most of the corporations do have a board of directors that has some 
public official associated with it. 

Mr. Poacr. Well, there is no objection on the part of anyone that I 
know of to passing this legislation. 

Does this existing board claim any rights ? 

Mr. Hin. As far as I know—I know of none. 

Mr. Poacr. Mr. Baker. 








ree 
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STATEMENT OF JOHN BAKER, COORDINATOR OF LEGISLATIVE 
SERVICES, NATIONAL FARMERS UNION 


Mr. Baker. Mr. Chairman, I will have just a very brief oral state- 
ment, and will include some comments on some of the other bills that 
you have considered this morning, as well as on the one that is currently 
under consideration. 

For the record, I am John A, Baker, coordinator of legislative 
services, National Farmers Union. 

As members of the committee know, we supported passage of the 
now enacted deferred grazing bill, and we are gratified to hear from 
Department witnesses this morning that they expect it to go into 
operation within 2 weeks. 

As I recall it, Mr. Chairman, we have previously appeared at a hear- 
ing of your subcommittee in support of the grazing land bills. My 
memory may be faulty in that regard. 

We support the general principle of H. R. 5857 by Mr. Albert : 2871, 
by Mr. Jennings; 3984, by Mr. Johnson ; and H. R. 6702, by Mr. Albert. 

I was gratified to hear that an informal arrangement has been 
worked out, where at least maybe another step toward the ultimate 
enactment of these bills will be taken by the informal work between 
the specialists and technicians of the Department and members of the 
committee, 

I would like to add, Mr. Chairman, that I very strongly, and I 
know that most people in the National Farmers Union do also, 
support the statement that you made earlier, and the statements that 
Mr. Albert, Mr. Jennings, and Mr. Johnson made on behalf of their 
bills. 

Now, turning to H. R. 6607, introduced by Mr. Hill, we appear in 
opposition to that bill and request that the committee hold final de- 
cision until more consideration has been given to it. There is no par- 
ticular danger, as we see it, in holding up immediate action on the bill. 

The Colorado Rural Rehabilitation Corp., as it is now constituted, 
is operating satisfactorily, as we see it, and we understand that Gov- 
ernor MeNichols of Colorado has expressed himself as being of the 
opinion that the corporation is operating satisfactorily as now consti- 
tuted. 

As has already been brought out, all these State rural rehabilitation 
corporations, including the one in Colorado, were originally estab- 
lished as a part of the relief program in 1933 and 1934 to make relief 
funds go further and do a better job through loans and farm and 
home management, technical assistance, rather than outright relief 
payments or work relief, which did not completely fit into the enter- 
prise—to make loans, backed up with technical supervisory assistance, 
to assist low-income farmers. The money is still being used for that 
purpose under the existing board. The members of the existing board 
are people who have carried out this program, and others, for a period 
of 10, 15, 20 years. 

The problem that faces us with respect to 6607 is that we are afraid 
it has not established safeguards that would prevent these funds from 
being used in other ways: good ways, but not the ways for which the 
funds were originally established. 

There has been some discussion that if it were turned over to the 
Colorado Department of Agriculture markets, it would be used for 


MISCELLANEOUS BILLS 41 


drought relief, or be used for rebuilding irrigation districts, or there 
would be a lot of different ideas suggested as to ways that the money 
could be used once the Secretary of Agriculture had relinquished 
his control. 

Now, the bill, as drafted, says that that is not to be done. I do not 
know as of now whether the bill, as drafted, has sufficient safeguards 
in it in that regard or not. I am not requesting that you make a final 
decision in opposition to the bill, but let’s give it considerable more 
consideration before we pass on it favorably. 

We are also afraid that enactment of legislation for this transfer 
of funds and abolishing the rural rehabilitation corporation board as 
such would, even though not intentionally at this time and not by 
direct authorization in the original bill or agreement, it would set up 
the possibility of political and sociological situations whereby new 
moves or new agreements could be made to use these funds for pur- 
poses other than for what was orginally intended. 

Mr. Poace. Mr. Baker, you have asked that we go into this further. 
It is obvious that we cannot go into it further at the moment, the sec- 
ond round having been called. 

Can you and either Mr. Scott or Mr. Smith come back here some 
day, at some future date, and maybe get hold of the Governor of 
Colorado— 

Mr. Baker. We would appreciate the opportunity to handle it that 
way, Mr. Chairman. 

Mr. Hiri. Mr. Chairman, if I might say, the Governor has never 
contacted me, and he was notified by me the day I put the bill in the 
hopper. So if he has any word against it, I think we should have it. 

Mr. Poace. We will attempt at an early date to go into it further. 

Mr. Hitz. And, of course, I want to ask some further questions. 

Mr. Poace. Well, these things should be gone into thoroughly, and 
we apprec late your r ising the questions. 

And we appreciate very much your coming up here, Mr. Scott and 
Mr. Smith. 

I would like to go into some other things now, but we cannot do it. 
Therefore, the committee will stand in recess, subject to the call of 
the Chair. 

(The following statements were submitted to the subcommittees :) 


STATEMENT OF NATIONAL FARMERS UNION 


Mr. Chairman and members of the committee, we appreciate the opportunity 
to present for the record testimony on H. R. 188, introduced by Congressman 
Gross of Iowa, and H. R, 2139 introduced by Congressman Budge of Idaho. 


H. R. 188 


The objective of this bill is that of preventing sudden and unreasonable de- 
creases in the price of hogs and cattle which are sold at stockyards or to 
packers. The bill provides for the inserting of a new subsection in section 312 
of the Packers and Stockyard Act as follows: 

“Tt shall be unlawful for any stockyard owner, market agency, or dealers 
to buy swine or cattle at a stockyard or to furnish stockyard services in con- 
nection with the buying of such swine or cattle, or for any packer to buy any 
swine or cattle unless the price paid to the producer is within the permissible 
range of fluctuation under paragraph 2 of this subsection.” 

Paragraph 2 establishes that the permissible range of fluctuation be not 
more than 10 cents a hundredweight, less than the average price paid at a 
stockyard or by a packer for swine of the same grade on the preceding busi- 
ness day. The range of fluctuation for cattle shall be not more than 25.cents 
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a hundredweight less than the average price paid at a stockyard or by a 
packer for cattle of the same grade on the preceding business day. 

While we are of the opinion that H. R. 188 falls far short of providing the 
kind of protection needed by producers of cattle and hogs, we do not oppose 
the enactment of this legislation. H. R. 188 falls far short of being the answer 
to the problems that livestock producers have in maintaining their bargaining 
power at the market place. Enactment of this legislation has certain dangers 
in view of the fact that it may hamper the efforts of livestock producers to 
obtain other vitally needed legislation. I refer specifically to S. 1356, introduced 
by Senator O’Mahoney of Wyoming and cosponsored by Senator Watkins of 
Utah. This bill would transfer authority to regulate the major meatpackers 
with respect to the antimonopoly title of the Packers and Stockyard Act from 
the United States Department of Agriculture to the Federal Trade Commission. 

We should like to point out that while H. R. 188 would restrict the per- 
missible range of fluctuation of prices of cattle and hogs from one day to 
the next, it only applies the brakes to the fluctuation, never bringing the fluctu- 
ation to a stop with a protective floor. 


H. R. 2139 


Reference has been made to S, 1356, a bill introduced by Senator O’Mahoney 
and cosponsored by Senator Watkins. The support of National Farmers Union 
for this bill is based on the fact that the Department of Agriculture has been 
asleep at the job of policing monopolistic tendencies in the meatpacking indus- 
try, thus leaving farmers without adequate protection from monopolistic prac- 
tices. 

With respect to H. R. 2139, we see little point in enacting piecemeal legis- 
lation to strengthen the Packers and Stockyard Act. We tie our support for 
S. 1856 to H. R. 2139 because we feel that regulation of packers under title IT 
of the Packers and Stockyard Act should be transferred to the Federal 
Trade Commission. 


STATEMENT OF AMERICAN MEAT INSTITUTE BY WESLEY HARDENBERGH, PRESIDENT 


This statement is presented by the American Meat Institute, research, educa- 
tional, and trade association of the meatpacking industry in opposition to H. R. 
2139, which would authorize the Secretary of Agriculture to require bonds from 
meatpackers. Objections to the bill may be grouped under two principal head- 
ings: (1) It is unnecessary. (2) It would place a financial burden on the in- 
dustry, which in the long run probably would be paid by the livestock producer. 


THE PROPOSED LEGISLATION IS UNNECESSARY 


Going back to the first point, legislation of this kind is not necessary and 
probably will not go very far toward protecting the group, which originally spon- 
sored it. We understand that a bill of this kind was introduced several years 
ago at the insistence of some of the operators of country markets and auction 
barns. It is generally recognized that markets of this nature are constantly 
springing up and attempting to attract a flow of livestock in many different parts 
of the country. Some of them are not established on a solid financial founda- 
tion and just to keep track of the existence of markets of this kind over the 
country is a somewhat difficult job. 

More important, however, is the point that no need has been shown for legis- 
lation of this kind. No showing has been made of significant losses to producers 
or to commission men over a period of many years, including the depression 
years. In the committee report accompanying S. 2404, a similar bill introduced 
in 1954, the following statement was made: “In recent years market agencies 
and dealers subject to the act have incurred heavy losses due to failure of certain 
packers to pay for livestock purchased at markets posted as being subject to 
the provisions of the act.” A similar statement was made May 13, 1957, by David 
M. Pettus, Acting Director of the Livestock Division of the United States Depart- 
ment of Agriculture, in testimony before the Livestock and Feed Grains Sub- 
committee. The basis for this claim appears to be a study covering a period 
of 8 years (from 1946 through 1953) indicating losses of $1,500,000. However, 
the 1954 report admitted that these losses were absorbed by market agencies 
and dealers or were covered by their bonds and that there had been “no resulting 
losses to producers.” Mr. Pettus’ testimony was to the same effect. What few 








MISCELLANEOUS BILLS 43 


losses have occurred appear to be less in total amount than the cost of bonds, 
and there has been little or no effect on livestock producers. The minor losses 
incurred by commission men would seem to be one of the usual characteristics 
of a business undertaking. They might have been avoided altogether by proper 
credit investigations and self-regulation by stockyards and exchanges. 


DEPARTMENT OF AGRICULTURE UNDULY APPREHENSIVE 


The committee report stated further: “Many packers operating today own 
little if any business property to which resort could be had if they failed to pay 
for livestock purchased. The annual reports submitted by packers subject to the 
act indicate that many of them are finding it increasingly difficult to conduct 
their operations on a profitable basis.” It is difficult to understand why the 
Department of Agriculture has been under such apprehension with respect to 
the financial condition of the meatpacking industry in view of the fact that 
practically no losses occurred during the great depression of 20 some years ago, 
which probably was one of the worst financial crises this country has ever known. 
It appears that in this bill the Government is being asked to furnish financial 
insurance to a group which should be obliged like other businessmen to investi- 
gate the credit rating and financial standing of those with whom they do busi- 
ness. It would seem also that proper credit regulation by commission men, local 
stockyards, and exchanges would eliminate all of the arguments as to why Gov- 
ernment intervention is necessary. Some of the exchanges, notably Denver and 
St. Louis, now are doing an excellent job of regulating credit. These exchanges 
permit packers to present a financial statement in lieu of a bond, and, as far as 
we have been able to determine, the system works well. 


UNNECESSARY FINANCIAL BURDEN IMPOSED ON THE INDUSTRY 


An important point is that the bill imposes an unnecessary financial burden on 
the livestock and meat industry. The committee report stated that bonds are 
obtainable at an average cost of $5 per $1,000, and Mr. Pettus used the same 
figures. While we do not know just what the total bonding requirement would 
be, it has been estimated that the cost could be in the neighborhood of $800,000 
annually. The premium cost of the bonds alone would be more than the annual 
losses, which in the worst year covered by the study were around $800,000. As 
against losses of $1,500,000, bonding costs for the 8-year period would have been 
an estimated $6,400,000, and this amount would have been increased further by 
costs of investigation, bookkeeping, and so forth. 


COST ULTIMATELY PAID BY PRODUCER 


Profit margins in this industry are so narrow, bonding costs probably will not 
be taken from the pockets of the industry’s stockholders. Of necessity they must 
be paid by producers, consumers, or both. This is just one more item which in- 
creases the spread between what the producer receives and what the consumer 
pays. In recent years this spread has been subject to severe criticism from cer- 
tain Members of Congress and it would seem that they would be willing to in- 
crease it only under circumstances of dire need. Such need has not been shown 
so far. 

ALLEGED COLLECTION PROBLEM NOT SUBSTANTIATED 


The 1954 committee report stated further: “The record of formal and informal 
actions taken under authority of the act shows that inability of selling agencies 
to collect from packers for livestock purchased constitutes a major risk in oper- 
ating such an agency. Without pacber bonds these risks will be reflected back 
to livestock producers in the form of increased marketing costs, and in some in- 
stance loss of proceeds of sale.” 

So far as we have been able to determine, this statement is highly exagger- 
ated, and in fact payments for livestock are virtually on a cash basis. With 
commission firms collecting for livestock sold within 24 hours in most eases, it 
is hard to see how a major risk could be involved. In those cases where bad 
business judgment was used and credit extended where it should not have been, 
it could be withdrawn in a day or so before a loss of major proportions accu- 
mulated. 

In any event, it would seem to be poor judgment to substitute for this doubtful 
risk a definite and tangible cost which have no other effect than to increase the 
marketing costs which the committee report discusses. 
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SOUND COMPANIES WOULD KEEP DOUBTFUL ONES GOING 


Another effect of the bonding requirement would be to force financially sound 
companies to contribute, through their bond, toward keeping unsound companies 
in business longer than they would be able to survive unaided. Compulsory 
bonding enables a company which otherwise would fail because of lack of credit 
to continue and in this way interferes with the normal operation of economic 
factors. From the standpoint of the company which is about to fail this might 
be desirable, but it is an inefficient method and does not appear to be in the 
public interest. 

We believe H. R. 2139 to be unnecessary and inadvisable and urge that it be 
rejected. 


STATEMENT OF A. Z. BAKER, PRESIDENT OF THE AMERICAN STOCK YARDS 
ASSOCIATION 


The American Stock Yards Association is a voluntary association of the owners 
and operators of most of the so-called terminal stockyards of the United States, 
all of which are conducted and operated as public markets and posted by the 
Secretary of Agriculture under the provisions of the Packers and Stockyards 
Act of 1921. The members of the association are primarily engaged in providing 
and furnishing stockyard facilities and services in connection with the receiving, 
handling, feeding, watering, weighing, holding, delivery, and shipment of live- 
stock in commerce; and in furnishing facilities and services to market agencies, 
dealers, packers, and others buying and selling livestock on a commission basis 
or otherwise at the stockyards. The terminal markets operated by the members 
of this association are distinguished from auction markets chiefly by size, volume, 
the selling agents, and the method of selling of livestock. In the case of terminal 
markets the selling is done by competent sales agents or commission men in pri- 
vate competitive negotiations with the buyers or their employees or agents ; and, 
in the case of auctions, the selling is done by auctioneers calling publicly for bids 
and selling at auction. The terminal markets, customarily located adjacent to 
packing centers, generally handle a larger volume of livestock and consequently 
are more extensive in area. 

The administrative officers of the members of this association and its president 
have had long experience in the field of livestock marketing, and with the ad- 
ministration of and compliance with the Packers and Stockyards Act. They 
recognize the inherent characteristics of livestock which invite practices in the 
course of marketing which require comprehensive and effective supervision and 
regulation in the interest of the livestock producers and other segments of the 
livestock and meut industry. 

When the act was passed in 1921, substantially all of the livestock was marketed 
through stockyards and agencies regulated and supervised under the provisions 
of the act. In the ensuing years a major part of the total farm marketings have 
been diverted from regulated markets to other public and private marketing 
channels not subject to the provisions of the act. In the year 1956, the members 
of the association handled for sale, principally to packers for immediate slaugh- 
ter, 15,470,293 cattle, 3,133,416 calves, 21,358,121 hogs, and 7,123,444 sheep and 
lambs; but this was equivalent to only 46.1 percent of the cattle, 19.8 percent 
of the calves, 27.4 percent of the hogs, and 31.5 percent of the sheep and lambs 
marketed from the farms of the United States. Some additional livestock was 
marketed through regulated secondary markets, usually auctions, but the pre- 
ponderance of the marketings went through unregulated markets or private buy- 
ing establishments. 

For a number of years, the Secretary of Agriculture, despite the express provi- 
sions of the act, failed to post and subject to regulation and supervision a grow- 
ing number of markets which were eligible for posting. In recent months, he 
has apparently recognized the vital importance of regulation and supervision of 
marketing practices and has been actively posting additional eligible markets. 
At present, there are 64 terminal stockyards and nearly 400 auctions posted 
under the act. It is estimated that there are at least as many more eligible for 
posting under the present provisions of the act. Altogether, there is an estimated 
aggregate of approximately 2,400 public stockyards operating as public markets 
handling livestock in commerce, including those posted, those eligible for posting, 
and those not presently subject to regulation because of limitation of area, 
Eligibility for posting is based upon the nature of the operation (conducted for 
compensation or profit as a public market), the extent of the operation (in inter- 
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state commerce), and the area of the stockyard (not less than 20,000 square 
feet). 

There are registered with the Secretary, and required to observe the provisions 
of the act, 1,300 market agencies, 2,000 dealers, and 2,600 packer buyers doing 
business at posted markets. Registered market agencies and dealers are required 
to observe the regulations prescribed by the Secretary under the act, including 
the maintenance of bonds to secure the performance of their obligations at 
posted markets, particularly the prompt payment for purchases and the remittance 
of the full proceeds of sales of livestock. 

The American Stock Yards Association has consistently opposed any limita- 
tion of the application of the act to make it inapplicable to auction markets in 
the conviction that such a limitation would encourage the development of un- 
necessary markets and divert substantially more of the marketings to unregu- 
lated markets, and destroy the effectiveness and benefits of regulation and super- 
vision under the act and affect the efficiency and cost of livestock marketing 
throughout the United States. Enactment of H. R. 1270 would create an un- 
justifiable competitive situation between the terminal markets and the auctions 
and result in unreasonable discrimination against the regulated markets and 
those using or engaging in business at such markets. 

Rather than make the act inapplicable to stockyards which engage exclusively 
in the sale of livestock on commission at public auction, the act should be 
amended to make it applicable to all markets and their operators handling live- 
stock in commerce and to persons engaging in buying or selling on a commis- 
sion basis or otherwise, or dealing in livestock at such markets. All such per- 
sons should be subject to provisions and regulations requiring the installation, 
maintenance, and operation of all scales and facilities used in weighing livestock 
in commerce so as to insure accurate weights, and requiring the maintenance of 
adequate bonds to secure the prompt payment to the rightful owner of the full 
amount of the purchase price or the proceeds of sales. 

Even without further amendment to the act, the Secretary should be required 
to carry out the mandatory provisions of section 302 (b) of the act and post 
all eligible stockyards, thereby making it possible to provide to the livestock 
producer and other segments of the livestock industry the protection which the 
act contemplates; and he should be provided with adequate funds to enable him 
effectively to supervise and enforce the trade practice provisions of the act. The 
competition which exists among markets and marketing agencies effectively con- 
trols rates and charges, making unnecessary extensive and costly rate regula- 
tion and permitting administrative resources to be concentrated upon the more 
important enforcement of trade practice regulations. 

The American Stock Yards Association firmly states that there is a vital need 
for effective regulation of all marketing of livestock, and that there is no justifica- 
tion for removing auction markets from the regulations provided in the act. 


STATEMENT OF AMERICAN NATIONAL CATTLEMEN’S ASSOCIATION, DENVER, COLO. 
IN OPPOSITION TO H. R. 1270 


PURPOSE OF ACT 


The Packers and Stockyards Act was passed in 1921 largely at the urging of 
the American National Cattlemen’s Association (then known as the American 
National Livestock Association) following demands from its membership that the 
handling of livestock at public markets and the practices of packers in purchas- 
ing livestock at public markets or elsewhere should be regulated in the interest 
of reasonable marketing charges and practices and fair play. 

Unquestionably, the enforcement of this act has saved millions of dollars for 
the livestock industry of the country through regulation of yardage and eom- 
mission charges, as well as charges for feed, while the supervision of practices in 
er out of the stockyards has likewise been of tremendous advantage to the 
industry. 


BENEFICIAL PRACTICES 


Among the items which have been of special interest is the requirement that 
bonds shall be provided to guarantee the fulfillment of the sale and transfer to 
the shipper of the proceeds therefrom. 

Furthermore, commission houses have been required to keep shippers’ proceeds 
in a separate account from funds belonging to the market agency, thus preventing 
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the use of shippers’ proceeds for any other purpose and insuring their proper 
delivery to the rightful owner. 


UNFAIR PRACTICES 


During the 36-year life of the act, the record of accomplishment in the interest 
of the livestock producers and feeders is out of all proportion to the narrowly 
restricted cost of the operation. Officials of the act should be called upon to 
recite to the committee the numerous and miscellaneous types of activity which 
have been registered which stopped varied illegal practices detrimental to the 
industry and which have made the activities of the packers and stockyards 
administration a practice accepted at the posted markets as a necessary com- 
plement to the successful conduct of fair and open markets for the sale of 
livestock. 

DISCRIMINATION 


In view of the facts recited above, it seems unthinkable that Congress should 
even consider to amending the act so as to allow a substantial segment of the 
present marketing machinery of the industry to escape from the provisions 
thereof. Instead, Congress should appropriate sufficient money so that every 
market of whatever type eligible to posting under the act should be so posted and 
supervised accordingly. 

HISTORY OF OPERATION 


When the act was young and enforcement new, there was substantial objec- 
tion from the central markets of the country to the regulations thus called for. 
That opposition is now very much reduced. It is a fact that the Packers and 
Stockyards Act protects the legitimate market agency under its supervision from 
unfair competition from less scrupulous operators. It would be a decidedly 
backward step to exempt any type of market agency from the provisions of this 
act once it is determined that the size of the operation justifies the regulation. 

No sound reason has been advanced why the sellers of livestock at public 
auction should escape this regulation. It is true that in many instances their 
charges considerably exceed the costs of selling through a central market. Even 
where a single charge is made which in effect covers both yardage and commis- 
sion, in many cases it exceeds the combined charge for these services at a com- 
petitive central market. In many cases the charge at auction markets is based 
on a percentage of the sale price. This practice has been frowned upon at the 
central markets as it is not a fair test of the value of the service rendered. 

A few years ago the Department of Agriculture worked out a 3-year plan to 
bring under supervision a large number of eligible auction markets and set up 
a schedule of increased appropriations to cover the cost thereof. Considerable 
progress on this project was made the first year. The second year organized 
auction markets of the South stirred up a storm of protest and demanded that 
the appropriations be not further increased, and the project was thus brought 
to a halt. 

It is grossly unfair to the central markets and to all markets that are now 
posted to exempt any certain class of markets from the provisions of the Pack- 
ers and Stockyards Act. It is just as important to the livestock industry to have 
reasonable cost of operation and fair market practices at the auction markets 
as it is any place else. The development of the auction market since the passage 
of the Packers and Stockyards Act has not changed the need for fair rates and 
fair practices. 

We strongly urge the defeat of H. R. 1270 or any other proposed legislation 
similarly aimed at destroying, in part at least, the essential services which the 
packers and stockyards administration has provided for these many years. 


STATEMENT OF JoHN A. KILLICK, EXECUTIVE SECRETARY, THE NATIONAL 
INDEPENDENT MEAT PACKERS ASSOCIATION, IN OPPOSITION TO H. R. 2139 


Mr. Chairman and members of the committee; my name is John A. Killick. 
T am executive secretary of the National Independent Meat Packers Association. 
The offices of the association are located at 740 11th Street NW., Washington, 
D.. ©. 

The National Independent Meat Packers Association is an organization of 
more than 525 members located in all parts of the United States, nearly 400 of 
which are meatpacking plants, while the remainder are supplier firms whose 
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affiliation is that of associate members. For the most part, the meat packing 
plants qualify under the rule-of-thumb definition of ‘small’ business men, in that 
relatively few employ more than 500 persons. The term “independent” in the 
title connotes that in general, again with a few exceptions, they are one-plant 
operations serving a community or region, in contrast to packers whose products 
are distributed and sold on a nationwide basis. 

Our purpose in the detailed description in the foregoing paragraph is to em- 
phasize the fact that our members are responsible local members of the com- 
munity in which they do business, and that consequently their financial respon- 
sibility and integrity is an asset without price, and is something which none of 
them would willingly jeopardize. They meet payrolls, purchase machinery and 
equipment, and perform other normal business transactions without being re- 
quested to post bond, which is why the National Independent Meat Packers 
Association views as utterly preposterous the suggestion that they be compelled 
to post bond to cover the purchase of their most vital raw material—livestock— 
as is proposed in H. R. 2139. 

Should the principle embodied in H. R. 2139 be accepted—and we cannot see 
how reason could dictate such a decision—it would be just as logical to expect 
the merchant to post bond for the shoes and clothing he sells, or, for that matter, 
to insist that the producer provide a warranty that the cattle, hogs and sheep 
that he sells are in fact as he has represented them to the buyer. 

While we do not have at hand accurate statistics concerning defalcations by 
meatpackers in livestock transactions, it stands to reason that no packer who 
thus impaired his reputation could continue long to do business. It is our belief 
that such instances are relatively few and small in relation to the tremendous 
volume—perhaps some $8 billion annually—of livestock transactions. 

In an industry of such traditionally and notoriously low-profit margins, the 
cost of bonds, as insignificant as these might seem individually, would amount 
to a considerable sum in the aggregate. Certainly the rare instances involved of 
defaleation which cause loss to the producer or market agency constitute no 
argument for imposing upon an entire industry a substantial and wholly unnec- 
essary expense. 

In the past Congresses, generally similar bills have been considered but in 
each instance the Congress in its wisdom has concluded that imposing bonding 
requirements on an entire industry to protect a few imprudent businessmen, who 
fail to exercise ordinary and reasonable care in their business dealings, is unwise 
and wholly unwarranted. 

H. R. 2139 is unnecessary and the added expense it would impose on the meat 
packing industry is unjustified. The compulsory bonding under the bill would 
cost several hundred thousand dollars annually. Obviously someone must pay 
this amount. It either comes off the price the producers obtain for the livestock 
in the market or it is added to the consumer’s meat bill. Neither is justified. 

For the above reasons, we respectfully urge the committee not to grant favor- 
able consideration to this legislation. 


(Whereupon, at 12:20 p. m., the subcommitte adjourned, subject to 
th call of the Chair.) 
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